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Refugee catastrophe nears 
as Serbs close in on KLA 
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Will foreign investors back 
controversial project? 
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Germany must 
leam from US 
says Schroder 

Gerhart Schrtder, the Social 
Democratic challenger to Chan- 
ceflor Helmut Kohl fn Germany's , 
elections next month, called for 
structural reforms of the German 
economy to bring its perfor- 
mance more into line with that of 
the US. Page 2 

G&mdear 2000 wonj 

The abffity of developing coun- 
tries to tackle the year 2000 
computer problem is worrying 
leading industrial nations. There 
is particular concern among 
officials of the Group of Bght 
and the European Commission 
about the poorer countries' 
nuctoar Industries. Page 7 

Shanghai boards currencies 

Foreign currency deposits held 
by individuals in Shanghai have 
risen 13.2 per cent, or $700m, to 
$5J3bn In the first half of this 
year, demonstrating concern 
among Chinese that Beijing may 
have to devalue the renminbi 
Page 16; Currencies, Page 27 

Cyprus showdown trite 

Yannos Krankflotis, Greece's 
deputy foreign minister, travels to 
Nicosia today to discuss ways of 
averting a confrontation with 
Turkey over the Greek Cypriots' 
plan to deploy Russian anti- 
aircraft missiles. Page 2 
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Ainca cnsts vnoeirag 

Southern African leaders are due 
to cflsctss the region's deepen- 
ing crisis tomorrow. As Congo- 
lese rebels consolidated ttofr 
hold on the country's eastern 
region, diplomats also expressed 
concern about Angola Page 4 

German-Cadi recoDcffiathm trid 
Germany and the Czech Repub- 
lic were seeking to limit the dam- 
age to their relations after chan- 
cellor Helmut Kohl launched an 
unusually strong attack on Czech 
premier MDos Zeman. Page 2 

Netanyahu supports setflere 
breed prime minister Benjamin 
Netanyahu gave Jewish leaders 
in the small West Baik settle- 
ment of Yttzhar backing to 
expand after gunmen diet dead 
two settlers. Page 4 

Iwiri g a nt s besiege southern Italy 

Italy's government is coming 
under tire from southern politi- 
cians over its handing of a flood 
of illegal immigrants from North 
Africa and the Balkans. Page 2 

China eyes 2008 Olympics 

Chinese sports minister Wu 
Shaozu would support a bid for 
the 2008 Olympics rf a domestic 
canrfdate city can be found, a 
Chinese newspaper reported. 

Attuutef] power supplies down 
Albanians are befog forced to 
reduce their energy consumption 
by 23 per oent after fire 
damaged the mam power plant 

Japanese cabinet backs bank plan 
The Japanese cabinet approved 
plans to create a "bridge bank” 
to tackle the country's financial 
problems. Page 3 

Passengers but at Send airport 

Bght passengers were Injured, 
one seriously, when a Korean Air 
747 skidded off a runway at 
Seoul’s Kimpo airport 

Computer BBto r a tss 
More than half of teachers in 
Japan's public schools can not 
operate a computer, says an 
education ministry survey. 

Contact with space probe 
Scientists have re-established 
radio contact with the lost S990m 
Soho Sun probe. 


Telefonica chief 
defends price paid 
for Telebras stakes 

Telefonica chairman Juan 
Wlalonga brushed aside reserva- 
tions over the high price the 
Spanish telecoms operator paid 
; for pats of Brest's privatised 
Teiehnfe network, saying he 
intended to increase the grove's 
stakes in the newly-acquired car* 
riers. Page 17 

j Cathay Pacific, Hong Kong-based 
airline, recorded a HKS175m 
{$22. 6m) first half loss, Its first fall 
into the red for more than 20 
years, and warned of another 
tough period ahead. Page 17; 
Carriers plan atitence. Page 22 

Dahnfar-Benz of Germ&iy and 
Chrysler of the US plan to issue 
“registered ordinary shares", a 
new type of internationally traded 
stock, to effect their $40bn 
merger. Page 20 

General Motors chairman Jack 
Smith launched an aggressive 
defence of the company’s 
restructuring process. Page 2D 

Aetna shares rose sharply as 
second-quarter results Iran the 
largest US health insurer reas- 
sured the market after the com- 
pany's troubled integration of US 
Healthcare. Page 17 

AssShwna shares feS more than 
€ per cent after the Swedish for- 
estry products group warned that 
Asia's crisis and overcapacity In 
North America oouid exacerbate 
pricing pressures. Page 17; 
Commodities, Page 26 

j SkanrBa, Sweden's largest 
Insurer, announced flat first-half 
pre-tax profits of SKr3.18bn 
($401 m) in spite of sharply 
increased long-term savings and 
strong growth in assets under 
management Page 18 

Dsn nnska Bank, Norwegian 
financial services group, reported 
stightiy lower first-half net profits 
of NKr1.169bn (Si 54m) because 
of heavy fosses on shipping busi- 
ness and pressure on Interest 
rates. Page 18 

I Hoogonns, Dutch steel and 
aluminium maker, doubled first- 
half earnings to R 386m ($192m), 
helped by healthy European 
demand. Page 18 

Gsmtare, Sweetish medical 
technology group, announced an 
11 per cent increase in underly- 
ing first-half profits to SKrSOIm 
($1 13m). Page 18 

Banco Central JSspano, Spanish 
banking group, broke off negotia- 
tions to build a large stake In 
listed conglomerate Fomento da 
Construcciones y Contratas. 
Page 18 

linnet Minfog, Canadian metals 
group, said it would buy back up 
to 65m of its common shares in 
an effort to fend off a leveraged 
buy-out bid by Zemex, a Cana- 
dian minerals company. Pago 20 

ThtfamTi central bank offered a 
five-year money-back guarantee 
to foreign investors who taka 
majority stakes in Thai financial 
institutions, in an attempt to 
attract foreign capital. Page 16 

Toyota Astra Motor, Indonesia's 
largest car producer, cut its work 
force by 25 per cent because of 
failing sales. Page 22 

Euro Prices 

A comprehensive statistics! guide to the 
new eurocurrency rone, ccvoringforoign 
exchange, band and Bqutty maitats. 

Paw25 




World markets wobble on volatile trading in New York M Ahg^ysts see mar k^dii: : > cor 
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By Pkflp Cowan Is London ssd 
Join Arturs In Now York 

Wall Street put In a volatile 
performance in early trading yes- 
terday as die rest of the world’s 
markets wobbled ty reaction to 
Tuesday's 300-point fell in the 
Dow Jones Industrial Average. 

By early afternoon in New 
York, a. rally in the Dow had 
petered out, leaving the 30 stock 
average 15.45 points down at 
8.47L06. 

In the morning, the Dow had 
traded 70 points either side of Its 
opening level. 

European markets had quickly 
dropped 24 per cent in reaction 
to Wall Street's trig fell on Tues- 
day, and spent much aC the day 
in thrall to the Dow's volatility. 
With the US market appearing to 
settle on the upside by late morn- 
ing, European bourses finished 
well off their worst 

In T^wirinn, the FTSE 100 indme 
closed down 108.6 points, or L8 
per cant, at 5J5&5, having been 
164.7 points off at one. point. 
Despite the late recovery, that 
represented its worst finish since 
February lfi. iTm F rankf urt and 
Paris markets both ended around 
13 per cent lower, 

Asian markets were generally 
lower, but losses were limited as 
investors took heart from a 
rebound in the yen to the Y144 
level 

The recent weakness of the yen 
had revived fears that the Chi- 
nese and Hong Kong currencies 
would come under pressure to 
devalue In response. 

The US stock market's retreat 
an Tuesday came as investors 
became concerned about the 
threat to corporate «»yninga 
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July, and followed a logg period wifein 12 months T with the Dow 
in which tfreblue efaipstockB had. - at 9,800 by the year-end - saying 


growth posed by the Asian crisis, 
the strong dollar and rising 
employment costs. Second quar- 
ter earnings growth was Just 2.7 
per cent but analysts are still 
expecting 18.7 per cent fer the 
fourth quarter. . . 

Alan Greenspan, the Federal 
Reserve chairman, recently 
wanted that WaB Street needed 
to “adjust to a less optimistic 
view of earnings prospects". 



defied the weakness of the 
brbadermoefeet roe JEtosaeU 2800 
-index of smarter stocks dropped 

to a 12-month jp*.- ... 

But several fergc WalJ Steed; 


ess of the .- that the market .correction had 
Busaefl 2008 already-gone Ear enough- 
ctes dropped ■ Analysts who call the dip of 
. .. the last few weeks a “correction” 
-Wall Street rather than, a crash point to the 


securities hcrapus predicted /the encouraging economic outlook, 
mgrtot would tesomo Itegaiis, - wi ti* .tow inflation and bond 
effectively*, implying. ttuft Toes- yields providing a strong support 
day’s selK^waa merely a correo- for equity valuations. 
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Tuesday's feS bad left the Dow 


tfam, These tac&ded Paine WeK- 
bar, which is predieting 1,480 for 
the SAP 500 by fee (fed of the 
year, and Irfgungn Brothers, 
which is prediebng 1^50. i. 

Goldman Sachs' Ahby Joseph 
Cohen, '.arguably the most 
influmttod equity apalygt on WaP 
Street, also repeated her 


There were also signs that 
retail investors were oaotinning 
to' shot? their enthusiasm for 
‘“buying cat the dtps'* with mutual 
fimd giant Vanguard reporting 
netiriflowB efcash onTTueday. 

Since 1990, previous Wall Street 
declines have quickly been 
revoked as indtektasl invasten 


more than 9 per cent down frosn predidfon of I4fi0 fir the SA$t have seen such setiweks as a 
its all-time high, recorded in 500 by the year end and WS0 ; buying opportunity. 


Saddam freezes co-operation with UN team 


By toeta lOiatet hi Uwtao art 
UaraSgberatfeeUN fei New Yaik 




President Saddam Hussein of 
Iraq yesterday announced a 
freeze on co-operation with 
United Nations weapons inspec- 
tors, raising the stakes in his 
confrontation with the UN. 

The decision, announced on 
national television, bars inspec- 
tions of suspected weapons sites 
but does not prevent the UN 
Inspectors monitoring activities 
through cameras and sensors 
Installed in various Iraqi plants 
and research laboratories. 

Mr Saddam's decision follows 
the break-up of talks in Baghdad 


on Tuesday between Iraqi offi- 
cials and Richard Butler,, the 
chief weapons inspector, on an 
extended work programme to 
speed up inspections. 

Mr Saddam laid out several 
conditions for resuming inspec- 
tions, inchnting vague demands 

for a revamping of Unseam, the 
UN special commission, charged 
with eliminating Iraq's weapons 
of mass destruction, and the 
establishment of a new executive 
bureau to direct Uhscam's activi- 
ties. He also wants Iraq to be 
present In the bureau as an 
observer and Unworn to move its 
headquarters from New York to 
Geneva or Vienna. Mr Saddam's 


decision followed a unanimous 
vote in the Iraqi parliament ; trt 
1 feeze inspections' as a protest 
against sanctions. It takes the 
c onfrontation with the. UN to a 
new level as Iraq Is bound by UN 
obligations to allow inspectors 
unimpeded access. 

Iraq claimed this week that, 
after two months of promised 
acceleration in - the - work of 
inspectors, it had became dear 
that they had no intention of 
completing their task rapidly and ' 
were dehberately aiming to pro- 
long sanctions, 

P.J. Crowley, White House 
spokesman, said the decision to 
end co operation with weapons 


inspectors was a “clear vfol8tloa D - 
of the- February agreement 
between Afi^BSdftaia «nd ~Sofl^ 
Annan, UN .secretary general: 
Asked ft the TJ? were considering 
military buildup, Mr Crowley 
warned against “raising the tem- 
perature". • 

. Earlier, at the UN security 
council in New York, (Spkngats 
called for a “measured response" 
to Iraqi apparently hoping to. 
avoid a confrontation. 

Mr Butter, who travelled to 
New York yesterday to meet Kofi 
Annan, the UN secretary-general 
also tried to play down the seri- 
ousness of the latest stand-off. He 
said he had ttdd Mr Annan be dU 


. hot', ftiinir the ' collapse of IjUp* 
with Baghdad ' should be 
described as a crisis. Mr Butler is 
expected; to brief the security 
council today, 

' -Although Unscom believes it 
might be dose to being able to 
declare Iraq free .of long-range 
ballistic missiles .and 
weapons, Mr Butler stressed that 
much work needed to be done on 
biological weapons. 

The renewed tension has 
roused OH prices to firm for the 
past two days. 


Man puts cnsKfl to the tost, 

Page 4; EdtortaJ Coanmit, Page 15; 
rnwmnriflter. Paps 28 


SGS troubles force 
Salina to step aside 
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By WWam Ksl in Zwlcb 

Elisabeth Salina Amorlnl, 
Switzerland’s best-known busi- 
ness woman, has given op opera- 
tional control of Sodfite Gtaferale 
de Surveillance, the world’s big- 
gest Inspection and testing com- 
pany, after tbe latest In a series 
of profit warnings. 

Mrs Salina, who held both the 
chairman and chief executive 
positions, has been under 
Increasing pressure to introduce 
a more balanced management 
structure after the company ran 
into problems last year. SGS lost 
tiro of its biggest inspection con- 
tracts and one of Its subsidiaries 
was named In a Pakistani corrup- 
tion Brands? 

Antony Czura, a Briton who 
heads tbe group’s natural 
resources and industrial and con- 
sumer services businesses, has 
been appointed chief executive 
with Immediate effect and been 
given tbe task of reviewing cost 
structures, commercial strategy 
and organisation. 

SGS riwdpH that Mrs Salina's 
removal from day-today manage- 
ment — she remains eHnhroan - 
was a response to outside share- 
holder pressure. SGS’s share 
price has fallen by 30 par cent 
since the end of 1996 during a 
period when the Swiss stock mar- 
ket has doubled and investors 
have questioned whether the 
group’s collegial management 
structure was suited to deal with 
Its current problems. 
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SGS shares fell more than 8 per 
cent, to $Pr2J3Drz yesterday after 
the company warned that operat- 
ing results had been “particu- 
larly weak 1 * In May and June and 
there would be a “substantial 
overall decline” in tbe first half 
of 1998. In addition to the fogs of 
the Pakistan and Indonesian 
Inspection contracts, SGS blamed 
the severe crisis in Asia and deto 
rl oration in trading conditions In 
the oil m| t mineral markets. - - 
SGS’s last chief executive 
resigned in 1994 and the company 
has been managed by an execu- 
tive committee of which Mrs 
Salina was president, Mrs Salina 
took Over as ehfl1rm»m tn 1889 
after a family shareholder revolt 
ousted fee previous management. 
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Schroder: Germany must learn from US 


By fficftart Worn? 

h »Ml^ -■-> - - ■ 

wasmngron 


Gerhard SchrOder. the Social 
Democratic challenger to 
Chancellor Helmut Kohl in 
Germany's elections next 
month, called yesterday for 
structural reforms of the 
German economy to bring 
its performance more into 
line with that of the US. 

Speaking at the start of a 
Washington tour which 
included meetings with Pres- 
ident BID Clinton and Alan 


Greenspan, chairman of the 
Federal Reserve, Mr Schrfr 
der said Germany needed to 
learn from US policies about 
how to lower unemploy- 
ment 

To narrow the gap 
between the two economies, 
he pledged to Improve flexi- 
bility in German labour mar- 
kets and to cultivate more of 
a sendee culture in Germany 
to lift its economic perfor- 
mance. 

"If you look at the facts 
and figures, you would see 


that in Germany we need 2L5 
per cent growth to fight 
unemployment'' he said. "In 
the US you only need 1 per 
cent to get into a better situ- 
ation. That is an imbalance 
within the two systems in 
comparison that 1 think we 
need to fight. 

"We have to become Caster 
in implementing technical 
innovations, thoughts and 
inventions, and turn them 
into marketable products. 
The time it takes in Ger- 
many to move horn the first 


thought to the marketing of 
the product just takes too 
long." 

In a speech at Georgetown 
University, Ur Schroder 
lata* urged the US to engage 
in greater economic 
co-operation with Europe 
after the introduction of the 
euro. He said Washington 
and Brussels would need in 
future to play a joint role in 
dealing with international 
events such as Asia's .finan- 
cial crisis, and would need to 
ensure the stability of the' 


dollar-euro exchange rate.' . 

However, Mr. SchrOder 
reassured his US audience 
that a Social Democratic 
government in Bonn would 
not upset the Atlantic alli- 
ance. At a press co n fe re nce, 
he said: "If you look into the 
differences between the 
political parties, as to for- 
eign policies, then I think 
the differences in this field 
are minimal. - 

“The same applies to US- 
German relations. I think 
there will be hardly any 


noticeable difference In the 
stance that we should take. 
There wifi be more stability 
and more continuity.” " 

. Mr.Sdirtder said later hfe 
aim was to strengthen; the 
Atlantic alliance, to increase 
its wdiodnn and. Its ea pB btl. 
ity of projecting stability 
outwards". At. the -same 
time, he called far greater 
co-operation with Russia to 


meat that Nato expansion 
posed no. threat to the coun- 
try- 


Germans, 

Czechs 

cool 

dispute 

By Ralph Atkins in Bonn 


Germany and the Czech 
Republic sought to limit the 
damage to their relations 
yesterday after Chancellor 
Helmut Kohl launched an 
unusually strong attack on 
MDos Zeman, the new Czech 
prime minister. 

The row broke out after 
Mr Zeman criticised the 
inclusion of Sudeten Ger- 
mans, ethnic Germans who 
were expelled from their 
homes in the Czech lands 
after the second world war, 
on the council of a new Ger- 
man- Czech discussion forum. 

Mr Kohl vowed in a subse- 
quent television Interview to 
warn Mr Zeman at their next 
meeting that, when he 
Insulted people who had suf- 
fered so much, "he can't 
expect that we will be good 
neighbours". 

The conservative Bavarian 
Christian Social Union 
(CSU), part of Mr Kohl’s 
coalition government, called 
for Czech entry into the 
European Union to be linked 
to the settlement of issues 
relating to the Sudeten Ger- 
mans. Many Sudeten Ger- 
mans settled in Bavaria, 
near the Czech border. The 
CSU, which draws strong 
support from the lm Sudeten 
Germans and their descen- 
dants, faces state elections 
in Bavaria on September 13, 
two weeks before Germany's 
general election. 

In a statement yesterday, 
the Czech foreign ministry 
said it regretted that the 
debate had focused on points 
“which can be used in the 
election campaigning’’. To 
preserve relations between 
the two countries, it would 
not respond to Mr Kohl’s 
remarks. 

Similarly, Germany's for- 
eign minister, Klaus Kinkel, 
who belongs to the centrist 
Free Democrat party and is 
increasingly at odds with the 
CSU. called for “restraint 
and moderation". He said he 
agreed that Mr Zeman's com- 
ments were “absolutely 
unacceptable", but added 
that a single "unlucky 
remark can’t be allowed to 
throw a shadow over Ger- 
man-Czech relations". 

The Gennan-Czecb discus- 
sion forum was set up under 
a joint declaration agreed in 
January 1997. 

Mr Zeman said his country 
had refrained from nominat- 
ing Communists or right- 
wing extremists who 
opposed the declaration to 
the forum’s 40-strong advi- 
sory council. Germany 
should have been similarly 
cautious about nominating 
Sudeten Germans. 

However, the CSU objected 
to Sudeten Germans being 
compared with extremists. 
Mr Kohl said that "it was 
incomprehensible how a 
head of government can use 
such an absurd and wholly 
unacceptable formulation”. 
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Paris protest 
in Vatican 
nuncio’s office 


By Robert Graham in Paris 


A five-day-old occupation, of 
the offices of the papal nun- 
cio in Fans has drawn atten- 
tion to the plight of more 
than 70,000 immigrants 
whose work and residence 
permits the French authori- 
ties have refused to put into 
order under a recent 
amnesty. 

All those denied permits 
face deportation, and the 
occupation is the latest in a 
series of protests designed to 
head this off. Although the 
protesters have previously 
occupied church buildings, 
this is the first time they 
have moved into premises 
covered by diplomatic immu- 
nity. 

Four people without 
papers and five sympathisers 
were still refusing yesterday 
to leave the nunciature 
despite requests from the 
Vatican to Kid their illegal 
sit-in. 

They were demanding gov- 
ernment guarantees of 
proper permits to stay In 
France for themselves and 
the rest of the 200-odd people 
who started the protest 
movement against the pros- 
pect of deportation in sum- 
mer 1996. 

When It took office in June 
last year, France’s Socialist- 
led government promised it 
would give a more human 
face to the tightening of 


immigration laws carried 
oat in the early 1990s under 
previous rigbtwiog adminis- 
trations. 

All those lacking proper 
papers last autumn were 
encouraged to apply to have 
them put in order, while new 
Immigration laws were 
approved, in May devoting 
special attention to easing 
family reunions. 

Of the original 179,000 dos- 
siers submitted, about 33,000 
were immediately rejected. 
Two mouths ago the interior 
ministry revealed that just 
over 40 per cent of the 
remainder had been refused. 

Some are now being 
allowed to appeal. Bat the 
bulk of those refused will 
have to be repatriated, 
mostly by air, in an opera- 
tion that has yet to begin on 
any scale. 

Last month Charles Pas- 
qua. the senior Gaalhst poli- 
tician and interior minister 
in the previous government, 
responsible for Initiating 
France's tougher line on ille- 
gal immigration, called for 
all those without proper 
papers to be accepted - 
except for those responsible 
for crimes. 

This, coupled with 
repeated similar calls from 
intellectuals on the. left, 
-has increased the -pressure 
on the government to 
change its mind on the' 
issue. 



Police watch as rfiogaJ immigrants from Norfr Africa queue for food In SicSy thfe weak 

Sicilians under pressure 


By Paid Betts la Maa 

Italy's centre-left 
government is coining under 
fire from southern politi- 
cians over its hanriung of an 
unrelenting flood of illegal 
immigrants from North 
Africa and the Balkans. 

Leoluca Orlando, Paler- 
mo’s mayor, said he had 
written to the Pope and to 
President Oscar Luigi Scal- 
faro to intervene in what be 
described as a national dis- 
grace. 

He accused the govern- 
ment of adopting “an inhu- 
man legal" approach to the 
problem. His statements 
reflected mounting tmsinng 
in Sicily and other southern 


regions, where rioting in spe- 
cial detention camps 
recently led to the death of 
an immigrant gangteader. 

Local politicians have 
called for other European 
countries to assume respon- 
sibilities in the face of the 
crisis, which they argue is 
European in scope. 

“We are not the new bor- 
der between north and 
south, and Sicily wont 
become a new Brandenburg 
Gate," Mr Orlando said. 

Southern regions are also 
worried about the impact of 
the .crisis on their summer 
tourist business. 

The government is seeking 
to negotiate an- agreement 
with Tunisia to repatriate 


Tunisian immigrants. Italy 
has already negotiated repa- 
triation agreements with 
Morocco and Albania. 

Lamberto Dini, the foreign 
minister, held talks in Home 
yesterday with his Tunisian 
counterpart. Said Ben Mous- 
thafa, to secure' Tunisian 
agreement for repatriation. 
The issue has been complt 
cated tay Tunisian requests 
for financial aid from Italy. 

The Italian authorities 
have also been frustrated in 
thetr efforts for quick repa- 
triation of illegal immigrants 
by technical and logistical 
difficulties'. A 'groop of 90 
Moroccan immigrants have 
been waiting for a week in 
Sicily to be repatriated. 


No hiding place as 
villagers flee 
Serbian advance 

Guy Dinmore in Vrbovc hears reports of 
gas attacks and mass graves as more 
refugees flee the Kosovo fighting 
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B londe and curly-haired, 
wearing a 101 Dalma- 
tians T-shirt little Zem- 
rije stood wailing in a clear- 
ing by a muddy creek. 
Around her were camped 
hundreds of ethnic Albanian 
refugees who had fled on 
tractors and trailers from 
the latest government offen- 
sive against separatist rebels 
In Serbia’s province of Kos- 
ovo. 

Saebahade Ahmede 
scooped up her one-year-old 
daughter and described their 
harrowing three-day journey 
to the valley of Vrbovc, flee- 
ing from one village to 
another as Serbian forces 
pressed their attack in the 
central Drenica region. 

“They burned our houses 
and fields. They killed the 
cows. Four people were 
wounded going to the mill 
with the wheat.” she 
lamented. “We’ve no food for 
this winter. What was not 
harvested, they burned.” 

With glazed expressions of 
exhausted bewilderment, the 
refugees struggled to find 
shade from the intense sum- 
mer sun under makeshift 
shelters of blankets and 
leafy branches cut from sur- 
rounding forests. 

Several fighters of the pro- 
independence Kosovo Liber- 
ation Army (KLA), still in 
camouflage fatigues, organ- 
ised the distribution of a few 
aid parcels left by relief 
workers of the International 

lied Cross (ICRCj. 

More than a dozen villages 
in the Drenica area have 
been totally or partially 
destroyed by artillery bom- 
bardments, followed by 
police using cans of petrol to 
burn farms and fields of 
crops just ready to be har- 
vested. Similar scenes have 
been repeated south of Dren- 
ica. 

The UN refugee agency 
estimates that 70,000 people 


have been pot to flight over 
the past week and that 
&X),000 civilians one-tenth of 
the province’s total popula- 
tion have been displaced in 
the five-month conflict Aid 
workers say a humanitarian 
catastrophe is unfolding and 
tile risk of epidemics, such 
as cholera, is high. 

At a rebel checkpoint a 
KLA fighter and paramedic 
said he was struggling to 
cope with the wounded 
among the refugees. Naim 
BardiqL who like many eth- 
nic Albanians living abroad 
had returned from Germany 
to join the war, said that two 
children and a pregnant 
woman had died in his care, 

Children were often 
among the victims, he said. 

“They can’t run so fast 
and don’t know how to hide 




of nearby villages. 

Mr Gecaj said a military 
helicopter had flown low 
over Lausa, spraying gas 
over bouses. The symptoms 
he described stinging eyes, 
burning throats and nausea 
indicated that government 
forces had used GS gas, a 
chemical used, in some coun- 
tries for riot control 

Army tanks backed by 
infantry and police wearing 
gas masks then overran the 
village, which had been 
besieged since March, Mr 
Gecaj said- He maintained 
that 150 to 200 inhabitants 
had been killed or taken 
prisoner. 

Such claims are hard to 
confirm. Foreign reporters 


Aid workers say a humanitarian 
catastrophe is unfolding and the risk 
of epidemics, such as cholera, is high 


themselves,” he explained. 

One of the last rebel 
strongholds to fell was the 
village of Lausa. blanketed 
on Tuesday by thick col- 
umns of smoke. According to 
survivors, soldiers and 
policemen used heavy weap- 
ons. including missiles, as 
well as a gas-spraying heli- 
copter. 

Officials said Serbian 
police had “neutralised 
armed groups of Albanian 
extremists" but there were 
believed to be no civilian 
casualties. 

Gani Gecaj, a KLA fighter, 
told reporters that missiles 
had left craters several 
metres deep. On Monday 
several powerful detonations 
were heard from the direc- 
tion of Lausa, much louder 
than the noise of the shell- 
ing by tanks and artillery 


believe they have found the 
site of a mass grave under a 
rubbish tip close to the 
southern town of Orahavac, 
where civilians were killed 
during clashes between the 
KLA and special police units 
two weeks ago. 

The tip is marked with 
sticks with the names of 
about 30 people, but some 
residents in the area Haim 
that hundreds more Were 
killed. 

Lausa held - symbolic 
Importance for the KLA. It 
was there last November 
that three fighters of the 


nlngs, the KLA has mus- 
- tered a force of several thou- 
sand men and just a month 
ago had taken control of 
large areas of central Kosovo 
and along the border frith 
Albania, its main source of 
weapons and new recruits. 

But the latest government 
offensive has sent the KLA 
reeling. Serbia's official 
media have proclaimed vic- 
tory for the government In 
what it calls a justified 
response to attacks by Mos- 
lem “terrorists’' on a land 
revered by Serbs for its 
ancient Orthodox Christian 
monasteries. 

The KLA and the Kosovo 
Albanian political leadership 
aCCUSe the US and its aUiwt 
of giving. President Slobodan 
Milosevic of Yugoslavia the 
“green light” to destroy the 
■ rebels as a force 

before serious negotiations 
begin on Kosovo’s future sta- 
tus. 

No government not even 
sympathetic Alb ania, sup- 
ports independence for Kos- 
ovo, fearing that this would 
lead to a bloody redrawing of 
Balkan borders. : 

The scale of the Serbian 
offensive makes ' * tire 
response of western govern- 
ments and international aid 
agencies look inadequate. la; 
10 hours among several 
thousand refugees in -west- 
ern Drenica, reporters on 
Tuesday saw only two add 
vehicles, both from the 
ICRC. 

Angry and disillusioned 
refugees demanded to know 
why the world was appar- 


underground movement 
appeared in public for the ently ignoring their plight.' 
first time, to attend the Mr Geo}, the survivor from 


funeral of a teacher a rela- 
tive of Mr Gecaj whom 
police had gunned down- at 
random. 

Since those early begin- 


Lausa, said: “Europe and the 
world must know that this is 
a war for freedom and that . a J 
whole nation can’t just be 
blown up and destroyed." : v 


Talks 
to avert 
Cyprus 
showdown 

By Kerin Hope ta Athens 


Yaxmos Krimvfiotfs. Greece's 
deputy foreign minister, 
travels to Nicosia today to 
discuss ways of averting a 
confrontation' with Turkey 
over the Greek Cypriots’ 
plan to deploy Russian anti- 
aircraft missiles in southern 
Cyprus later this year. 

ffis visit underlines a qbto 
in Greek policy linked to 
efforts by the US and Nato to 
avert the deployment Until 
recently Costas Shnitis, 
prime minister, and his gov- 
ernment showed reluctance 
to put pressure on the Greek 
Cypriots over the S-300 mis- 
sfles. 

The talks with Glafcos 
derides, Greek Cypriot pres- 
ident, will focus bn a US- 
backed plan for a -morato- 
rium on Greek and Turkish.' 
ndHtafy flights over Cyprus, 
which' would be monitored 
by Nato from its Mediterra- 
nean ~ headquarters in 

Naples. 

Mr Kranidi otis’s task is to 
persuade the Greek Cypriot 
leader to endorse the pro- 
posals! a meeting in Athens 
with.Mr. Stmitis later this 
month. However, . it falls 
short of his request for an 
intenuelimial guarantee that 
Cyprus should become a “no- 
fly Zone” for: Greek and 
"Turkish rnffittoy. aircraft. 

Mr Glerldes Is; likely to 
accept the moratorium only 
if it & -Milked -with -the 
resumption of talks between 
Greek mid Turkish Cypriots 
on re-uniting the island. 

. lore part of a^package of 
Important lssues, such as 
-resuming in terco minimal 
talks, discussing proposals 
tOE.tiopp reductions on the 
isia&&and getting the Turk- 
tih .Cypriots to participate in 
Cyprus's negotiations for EU . 
accession,” : Mr Kranidlotis 
said:’ The missile purchase 
"wfiZ-ntoKln on track" whfle 
discussions continue. 

.-.The arrival of toe SGOOs, 
which were due to reach 
Cyprus Mb month; has been 
delayed, until November. 


NEWS DIGEST 


TAX AMD LAB(WR RgQRMB DBfiCT 


Jobless rate in Germany 
forecast to show decline 

German unemptoyrr*^ 
annual rata of IM p* “">*“• 

year and 1O.0 par cant h 1 999, accortfirgj to a rofecftM 
from foe Munich-based ifoectawinterasewctata®®^ . 

However, the report saw ' 

above 4m ta the forecast period, confradk^ro™ 
made by Chancefior Helmut KbW ta hte campaljpr lar Ger- 
many's elections on September 27- .. 

The federal labour office h Nuremberg 
its Jobless figures for July. They are widely eMp^tepato 
show an increase ta unadjusted unemptoyTO^fiowea, 
which receive more attention In Germany. . 

- Jn spite erf te generally upbeatfore^ ofT3ern»gjV B . 

economic growth prospects, the fnsfltuta warned that faO- 
ure to push through tap* reforms and a retocn of Ger- 
many’s tightly regulated labour market couW^ wto even 

higher unemployment ta the next economic dowrAunk • 

Meanwhile, a report from the Instltut der Deirtscheri • 
Wirtschaft, an economic research Institute ta Cologne, . 
suggested the western German economy was Increasing' 
its competitiveness. , , 

Unit labour costs were down 3.4 per cent m 1997, the 
strongest toll ever recorded. Tobias Bock. Bonn . 

BULGARIAN PRIVATISATION V ■ ~ 

US-Greek group buys bank 

Afico, the US Insurance company controlled by AK3, and 
Consolidated Eurofinance Holdings, part of a Greek-owned 
banking group, are to pay $38m for 7B.2 per cant of Post 
Bank, a profitable Bulgarian bank offered for sate under 
the governments privatisation programme. 

Bulgaria’s Bank Consolidation Company, which handles 
bank privatisations, said the US-Greek partnership made a 
higher offer than National Bank of Greece, the only other 
bidder. 

Altoo and Its Greek partner, which belongs to the EFG 
Eurobank group controlled by the Latsis famBy. agreed to 
infect $20m ta capital over the next year. Spyros Kapralos, 
head of B=G’s Balkan division, said the partnership would 
keep its equity stake for at least seven yaars and would . 
pay ID per cent of its share of Post Bank’s profits to the 
Bulgarian state. ' 

Tha privatisation of Post 8ank was among conditions set 
by the International Monetary Fund for completing an 
$8Q0m, three-year loan agreement for Bulgaria. Another 
three state-controlled banks wffl be offered to buyers in 
the next year under a scheme to improve banking stan- 
dartis. -Theodor Troov, Sofia and Kerin Hopa, Athens 


ROUSH ZLOTY . - " .... 

Depreciation pressure may rise 

The head of Poland's central bank, Hanna Gronkiewicz- 
Waltz, said yesterday that depreciation pressure on the 
zloty could Increase as a result of a cabinet decision to 
increase next yearto planned budget deficit 
Last week the cabinet increased the deficit ta next year's 
draft budget to 2.15 per cent of gross domestic product 
from 1.82 per. cent The budget plan wffl be sent to parfla- 
ment for approval next month. - • 

"A result of this [higher deficit] delHtely could be a 
depreciation tendency on the domestic currency,” Mrs 
Gronkiewfcz-Wate said. “I thought the dangers of currency 
depredation had already faded. Everyone now is so 
impressed by the zloty’s recerit appredation, but t an 
thinking ahead." . ■, 

She said the rioty could lose ground after it became 
clear that this year’s budget deficit would end up around 
the planned 2.7 per cent of GDP, not below it as analysts 
earlier thought She said the zloty’s strength could be 
jeopardised by the increased budget deficit because It 
would expand the country’s current account gap and 
worry investors. Reuters, Warsaw 


RIU^M^AWWGE^ 

World Bank to approve loan 

The World Bank's executive board is set to approve a 
$ t^bn loan for Russia today, but with leading industrial 
countries demanding that higher Interest rates should be 
charged on similar loans in the future. 

The Bank management says te proposed contribution 1 
the Russian rescue is a standard structural adjustment 
loan, which should cany normal terms and conditions. 77 
payments win be made ta tranches, subject to conditions 
and in line with the Bank's existing country assistance 
strategy for Russia. 

- No one wants the loan blocked, but some board mem- 
bers may vote against It or abstain on principle, arguing 
that its. size and timing are exceptional. 

. The debate is-sensitive. A tense meeting last week 
agreed to make standard Bank loans for middle-income 
countries more expensive. 

Soma senior Bark officials are annoyed at industrial 
country pressure to toughen the terms of the loan after tt 
event They feef the Bank was pushed to contribute 
short-term liquidity support that should have been the 
responsibility of .the cash-strapped International Monetary 
Fund. Robert Chote, Economics Editor 

RUSSIAN ML 

Rosneft to get Sakhalin share 

Rosneft; the stole-owned oil company, wfK receive a one- 
third share in tor oil development on Sakhalin island ta tty 
far east, the Russian government said yesterday. The new 
may increase the company's attractiveness to investors tr 
a privatisation tender to be held ta October. 

Rosneft and its subsidiary, SakhaSnmorneftegaz, wffl 
each receive a 16.6 per cent share- In a block in the Sakh 
alta 3 exploration project alongside Mobil and Texaco, tin 
US 00 companies, whtah-wffl each. own 33.3 per cent, the 
government said.; 

The Russian government has triad twice already this 
year to sen a 75 per cert plus one share stake in Rosneft 
once ta May for $2.1 bn, and once ta July for $L6bru 

- -Both times the tenders fafled to attract any. Udders, wt> 

saw that, the ask^ price eras too high iri the fight Pf the 

current tow levels of work! oil prices. In October, the Rus- 
wn government wffl again attempt to seH .the stake for 
Sl-Sbn. Cfiartae Clover, Moscow 


CORRECTION 


Russia and IMF 

A quotation ta the FT* of August 3 was wrongly attributed 
to Stanfe y Fischer, first deputy managing director of the 
tatematfonal Monetary Fund, It was Anatoly Chubais, Rus 
aia's international finance negotiator, who said that It w« 
a “certainty" that Russia would be able to complete the 
agreement reached with the IMF last month. 
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to ease 
crisis 


UNRESOLVED DISPUTES FOREIGN TELECOMMUNICATIONS GROUPS SEEK CUT IN FEES AND POSTPONEMENT OF CONTRACTUAL DEADLINES 

— —" i || . ‘ I i ....... _ . -.A. 

Jakarta set to delay telecom privatisation 


By Sander Tboenes to Jakarta •- assumption that bids for 

— : — . — . — : — - — r ; these groups, which could 

Indonesian officials Mid ’have boosted the -value of 
yesterday an unresolved dis- . outstanding shares, would 
pule with foreign telecom-- he delayed as welL 


By Gfflan Taft in Tokyo 


The Japanese cabinet 
yesterday approved plans to 
create a .“bridge "bank" to 
tackle the country’s finan- 
cial problems and pledged to 
put the legislation for the 
scheme to parliament . next 
week. 

However, opposition par- 
ties warned they may try to 
block the proposed legisla- 
tion in parliament. 

MotOhisa chairman 

of the banking panel of the 
Democratic party of Japan, 
the largest opposition party 
said: “Tbe plan. ..is not suf- 
ficient to deal with the cur- 
rent financial crisis gripping 
the nation’s largest banks.” 

'Hie bill- could' lead, to a 
political showdown in the 
coming days and deliver a 
further jolt to investor confi- 
dence in the government’s 
policy measures. 

Although the ruling Lib- 
eral Democratic party con- 
trols the lower house of par- 
liament, the opposition ^ ag 
considerable power in the 
upper house following last ' 


sation Corporation, t 
This body would tiy to 
find a buyer for. the bank. 

While credit 

lines to healthy borr owe rs, if 


muni cation companies 
would force the governm ent 
to delay pr iv et lawHnm of fts 


Sofyan Djalil, assistant to 
the nnnisterfor state enter- 
prises, said the government's 


telephone utility Telekomn- 75.8 per cent stake in the 
nikasl Indonesia (Telkom), partially privatised Telekom 


the largest of 12 complies 

up far sale. ■. 

The delay to an unspecff- 


no buyer was found after led date the gay- 

two years (or five' years in eminent’s efforts to raise 


exceptional” 'circum- 
stances) the government 
-would take over the bank’s 
assets and wind "it down. 

When the plans were first 
announced this summer, 

- they triggered hopes tbe gov- 
ernment was finally prepar- 
ing to take radical action to. 
weed out Japan’s weakest' 
banks. 

In recent days these hopes 
of radical, action have been 
partly dashed after some 
senior officials to the LDP 
CaDed for a “soft l anding ” 
tor the sector and suggested 
that the scheme would only . 


$L5bn to badly needed reve- 
nues this fiscal year from 
privatisation, as agreed with 
the International Monetary 
Fund. Traders yesterday 
rushed to seD outstanding 
shares In several: partially 
privatised companies on the 


could not yet be divested fur- 
ther because of a dispute' 
with foreign ventures which 
would deter investors. 

Telkom has five joint ven- 
tures for laying and. operat- 
ing telephone networks In 
five regions, with partners 
such as Cables & Radio of 
France and Cable & Wireless 
of the UK, which have 
invested a total of $L28bu 
since 1996. Faced with a col- 


lapse of the rupiah and toll- 
ing revenues, these investors 
have demanded a reduction 
in fees to be paid to Telkom 
and a delay to contractual 

rtwarilinao 

Telkom agreed on a minor 
reduction of fees but ana- 
lysts said, more concessions 
would be needed before the 
projects could proceed as 
scheduled, cutting further 
into Telkom's revenues. 

Other privatisation pro- 
grammes could also face 
delays. 

The minister for state 
enterprises, Tanri Abeng, 
bad earlier told a local news- 
paper that he would first pri- 
vatise companies with dollar 
revenues, which have been 
less affected by the collapse 


of tbe rupiah than Telkom. 
This could inpliiA* lndosat. 
the international call opera- 
tor, as well as three mining 
companies. Analysts expect 
few obstacles to the sale of 
shares in lndosat which has 
been very profitable. 


merged first, which would 
cause another delay to priva- 
tisation. 

Hie Jasa Marga toll road 
company, though profitable, 
would need to renegotiate 
unlimited liabilities with pri- 
vate toll road projects, most 


Meanwhile, Cemex of of which have been shelved. 
Mexico and several other for- analysts said. 


eign companies are expected 
to make substantial final 
offers later this month for 
Semen Gresik, a cement 
mill. But a number of other 
companies up for sale need 
to address outstanding 
issues, such as debt and 
unlimited liabilities, before 
they could attract substan- 
tial offers, analysts said . 

Mr Djali] said the three 
mining companies may be 


Workers protested to June 
at the airport management 
company of Jakarta's main 
airport, also up for sale, to 
demand that the company 
cancel a series of service and 
supply contracts with com- 
panies controlled by the fam- 
ily of former president 
Suharto. 

Many state enterprises 
saw their coffers depleted by 

padded contracts with well’ 


connected companies. Ana- 
lysts said that profits at sev- 
eral leading state companies, 
including some already 
listed and due to be divested 
further, have been funnelled 
away to support other indus- 
tries or pet projects of Mr 
Suharto. 

Mr DJalU also said that 19 
companies had expressed 
interest to a new tender for 
Krakatau Steel but added 
that the company may first 
have to restructure its sub- 
sidiaries, cut costs and 
reduce staff. An earlier 
attempt to sell the Krakatau 
Steel mill tolled amid contro- 
versy over a lack of trans- 
parency. Two port authori- 
ties and one plantation are 
also due to be privatised. 


Beijing appeals for brake on sell-offs Malaysia 

airport 

Rv lamar lbnflnn In Ommi l uJ TVio ’Dnnnln'a TVjUw tl%A nraeen ra nnitr HCa (n*A fhkiv'e oilinn mn Ai n -R- 


yesterday for a 


be used for. the smaller j slowdown to the sell-off of 
banks. Some analysts fear \ small state-owned enter- 


this means the LDP will 
refuse to Implement real 


prises, underlining Bering's 
concern that their sale 


restructuring among the top threatens to increase rmem- 
19 banks. There is cqpcern ployment and undermine 


that judgments about which 
borrowers * are- “healthy'’ 
enough to receive loans from 


month’s election to which the bridge bank will be pohl- 
the LDP fared tor worse than icaDy motivated. 


expected. - 

The issue of the bridge 
bank scheme has become 
particularly important to the 
finandal markets because it 
is viewed as a crucial test of 
the government’s determina- 
tion to tackle Japan's long 
nmnitig financial problems. 

Tbe 'essential aim of the 
scheme, which was first 
announced earlier this sum- 
mer, is to create a frame- 
work which would allow 
insolvent banks -to be closed 
without triggering market 
panic or cutting credit lines 
to healthy borrowers. 

The legislation unveiled 
yesterday envisages that the 
scheme would work through 
a two-step process If a hank 
was found to be insolvent 
The first of these steps 
would place the insolvent 
bank under the control of a 
government "body, known as 
the Heisei Financial Revitali- 


A senior ministry official 
yesterday insisted tbe defini- 


sotial stability. 

. The government's ffammnrf 
that regional anth ori*™** put 
ft brake on. the sales suggests 
that Beijing’s commitment 
to state sector reform 
is weakening in the 


tion of a healthy borrower toce of slowing economic 
would be taken by an tode- growth and rising redundan- 
pendent committee “to make cies. 
sure there was no political 
influence". Another insisted 
it “was by no means ruled _ 

out that the scheme would O a V 

be used for the top 19 I -Ml-KH' 111 11 


Tbe People’s Daily, the 
newspaper widely regarded 
as the mouthpiece of China's 
Communist party, aaid yes- 
terday: “The spree of selling 
enterprises Is spreading, 
which disrupts the ongoing 
work of re-employing laid-off 
state firm workers. This has 
triggered serious social prob- 
lems in some areas.” 

"Regional governments 
must take urgent measures 
to .arrelst the trend, it 
added. 

“Small state firms employ 
a huge number of people and 
they play an indispensable 
role to easing unemployment 


pressure and maintaining new life into China's ailing 


social stability.” 

Tbe transfer of small state 
enterprises Into private 
bands was one of the central 
elements of President Jiang 
Zemin's address at the Com- 
munist party congress in 
September, which was 
intended to set the country’s 
strategic course for the com- 
ing five years. 

The Chinese leadership is 
at pains to avoid the term 
“privatisation”, but Mr 
Jiang's -keynote address 
sanctioned the use of acqui- 
sitions. mergers, takeovers 
and bankruptcy to breathe 


state industries. In particu- 
lar, the government said ft 
was prepared to release con- 
trol of small state enter- 
prises. 

“Letting go the small does 
not mean selling all of the 
small [enterprises] without 
exception," the People's 
Daily said. 

“Enterprise reform affects 
tbe immediate Interests of 
the vast number of workers 
and tbe stability of society, 
so rash actions must not be 
taken." 

The newspaper report fol- 
lows signals elsewhere in the 


state-controlled media that , « , 

have highlighted the Chi- tn-j* 7 

nese leadership’s increasing IUU XCLJL 
anxiety and caution over __ _ 

pressing ahead with painful Tf AtVJ \C I 

economic restructuring for XX UXXi X V L -J 
fear of adding to the growing 


Analysts warn investor 
confidence could be ' badly 
damaged in the coming days 
if the government appears to 
water down its commitment 
to takmg radical action, or if 
the. plans \ are delayed 
because of political opposi- 
tion. James EloriDo, analyst 
at ING Barings said: “The 
bridge hant scheme is prag- 
matic in its shape ; but what 
is not dear is whether the 
government will use h to an 
effective way.”; • / 

Editorial Comment, Page 15 


Three Gorges seeks to open financing floodgates 
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Communist parly chief 
faces corruption probe 

Pham The Duyet, one of five-members of the Vietnamese 
Politburo's efite standng committee, is being investigated 
for corruption by party leaders, the Far Eastern Economic 
Review has reported. 

The probe was triggered by allegations made in a tetter 
by 11 senior party members.tcr party chiefc in May. Those 
allegations in turn were aired during the Communist party' 
plenum In July, the Review sad. That jnformaffon cane to 
'fight when the Review received a fax of the letterfmrn an 
unknown source. In it, a party veteran, Doan Nhan Dao, 
and the others allege that Mr. Dyet used state money to 
acquire homes in Hanoi for himself and his children, end 
permitted the capital's bureaucrats to do the same. Mr 
Dao confirmed he and his comrades wrote the letter, but 
stressed that none of his group had sent ft to the Review. 

Although the party has been reluctant -to cfisdpfine 
senior members for living apparently beyond their means, 
it will have to take this complaint seriously. Many in Mr 
Dao's-graup have been loyai party members for 50 years, 
and their voices add to the growing public outrage at cor- 
ruption in the government's highest levels, according to 
the Review. 

Charges of abuse of power for personal gain amoral 

Vietnam’s top offlcfctfs ar&not new. But punishing atop - 
official would be, the Review says. “The parly's central .. 
control commission is- considering these questions,’' atop 
government official says. Mr Duyet couidnT be reached for 
comment Dqw Jones, Hanoi 


BRUNEI FEUD 


But widespread 
foreign investor 
concern may lead 
to problems, writes . 

James Harding 

T o the delight of contrac- 
tors and dismay of 
detractors, China's 
Three Gorges dam on the 
Yangtze river is taking 
shape. The coffer dams are 
in place, parts of tbe (tom 
wall are already standing 
and the rough outline of the 
huge five-step ship lock sys- 
tem has been cut out of tbe 
rock oh the north bank. , 
Whfle prestige construc- 
-tiqii projects sticK ,'^as .the 
Channel Tunnel between 
Britain and’ France may 
have run out of time and 
over budget, the developers 
of China’s $24 ^hn hydro- 
electric plant claim all is 
running to schedule. 

“At the Three Gorges we 
are confident we can control 
costs and stay within bud- 
get,” says Wang Jlazhu, dep- 
uty. general mana ger '• of 
China Three Gorges Corp, 
the state company in charge 
of the wafld’s largest civil 
engineering project ■ 

And yet, despite the prog- 
ress on site, pressure is 
b uilding in the boardroom. 



The first phase of con- 
struction, which involved 
the diversion of the Yangtze, 
was completed on . time and. 
thanks to the sharp fall in 


China’s flagship infrastruc- Chinese inflation, RMBibn 
tnre-project is in need of ($12Qm) under the RMB30bn 


Sultan denies prince’s claims 

The Sultan of Brunei Indirectly denied charges by his dfe- 
affected younger brother, Prince Jefri, that he was -being 
influenced by Islamic extremists, according to a Brunet 

n r?» P ^mgM > ^sdrist the Suitan were levelled by. Prince 
Jqfri earlier this week in a putofiq. airing j&te family feud 
over losses of billions of dollars. 

The Borneo Bulletin,, the sultanate's Biglish newspaper, 
on Tuesday reported charges by Prince JefrTs spokesman 
that Moslem conservatives, backed.by Irar^n end L^yan 
advisers, were gaining a foothold in the ajltermte^The 
spokesman says Prince Jefri apkrf by . 

^^conservatives. The accusations y® 
tan stripped the prince of control over the fam Hy^s foreign 
assets. Sheila McNulty, Singapore 


funds and. Three Gorges is 
looking to foreign investors 
to came up with the money. 

“We have begun thinking 
about bow we can raise 20 
per cent' of the financing 
[roughly $5bnJ from, over- 
seas,” says. Mr Wang, in an 
interview at the Three 
Gorges' construction site' 
sear Yicfaang in central 
China. 

But raistog foreign. funds, 
may not be easy. The pro- 
cess threatens to expose 
once -again the. uncertainty 
and opposition that sur- 
| rounds a project landed by 
some as the symbol of Chi- 
na's modernisation drive and 
technical sophistication, 
while criticised by others as 
LU.mtmumemt to gover n ment 
hubris and reckless environ- 
mental destruction. 


budget 

Beijing has earmarked 60 
per cent of the funding 
needed. But the state financ- 
ing is heavily weighted 
towards the final years of 
the project, which is due for 


The corporation is also 
considering an international 
bond issue, and China Inter- 
national Capital Corp, the 
Investment bank in which 
Morgan Stanley Dean Witter 
bolds a 35 per cent stake, is 
working with it on plans for 
a share hating on the New 
York and Hong Kong stock 
exchanges. 

Proposals for a public 
offering are at an early stage 
and will depend on the 


completion in 2009. Before, approval of the state council, 


then it will need cash. 

The finandal pressures 
have prompted a range of 
funding activities. The cor- 
poration has recently agreed 
a short-term borrowing facfl- 


Chtoa’s cabinet, which over- 
sees a project which is a 
matter of national pride. 

“Our foreign borrowing so 
tor has largely been associ- 
ated with the purchase of 


ity worth RMBSbn from .equipment," Mr Wang says, 
three of China's leading com- citing just over Sibn in 


mercial banks. .There are 
also plans to issue a further 
RMB4bn-RMB5bn to domes- 
tic bonds over, the next five 
years, following the first 
RMBibn Three Gorges bond 
already issued successfully 
to mainland Chinese inves- 
tors. 


export credits to fund gener- 
ator and turbine purchases. 
“The further utilisation of 
foreign capital will depend 
on structural issues. We are 
considering becoming a 
shareholding company, but 
this will depend on the gov- 
ernment” 


It will also depend on the 
willingness of foreigners to 
sign up for a Chinese project 
that has generated huge 
international opposition. 

The Internationa] Rivers 
Network, the US-based 
group which campaigns 
against the Three Gorges 
project, describes it as “the 
most environmentally and 
socially disastrous project on 
tbe planet It will not work.” 

The Three Gorges dam - 
which wfll create a reservoir 
covering an area in excess of 
600 sq km. force the reloca- 
tion of more than lm people 
and destroy ancient sites as 
well as drown wildlife 
unique to the region - has 
been fiercely criticised by 
domestic and foreign envi- 
ronmentalists. In aD, more 
tban 40 non-government 
organisations are campaign- 
ing against it 


ranks of the country's uncm- By StieSa McNulty In Singapore 

According to official fig- First it suffered computer 
ures. China's state enter- problems. Then a rat infesta- 
prises are due to lay off 3.5m tian. Now Malaysia's new 
workers this year alone, on MS9bn (EtZbn) high-tech air- 
top of the existing 11.5m offl- port has been declared too 
dally unemployed. far from tbe capital. 

However, economists pri- MAS, the national carrier, 
vately suggest tbe true num- says it will shift some 
ber of people out of work is domestic flights back to the 
much higher. old airport It is about half 

the 70km distance of tbe new 
one from the capital, and 
close to one-third the taxi 
ir\nnO+An fare. With traffic clogged 

ll Jl ][ JfJ I HS amid feverish building 

vyuytiiv/u before next month's Com- 

monwealth Games and 
The US Export-Import Malaysians coping with their 
Bank, the government’s worst economic crisis, these 
export credit agency, has so are important consider- 
tor withheld support for the ations. 
project in the light of con- And they have provided a 
cerns raised by environmen- boost to the small domestic 
talists. human rights groups airlines that stayed behind 
and seismologists, who are when MAS moved to its 
concerned about the pres- shiny new hangars: Air Asia, 
sure that such a huge body Transmiie, Berjaya and 
of water would have on the Pelangl Airlines, 
earth's crush “For the convenience of 

Unusually for such a large passengers, tbe national car- 
infrastructure project, the tier wfll move some of its 
World Bank is not involved, domestic operations,” Ling 
China did not ask for assis- Liong Sik, the transport min- 
tance. knowing the Bank ister, was reported as saying, 
was likely to reject the MAS has yet to say bow 
request on environmental many flights will be 
grounds. returned and when. 

Richard Margolis, first Passengers worry moving 
vice-president at Merrtll too many will burden those 
Lynch in Hong Kong, says: arriving from abroad en 
“The controversy surround- route to other domestic des- 
ing the Three Gorges project tinations. If the connecting 
would make it a more diffi- flight is too many hours 
cult issue to market” - away, or not even available 
International investors at the new airport they will 
may shy away from the proj- have to drive through the 
ect for fear of repercussions heavy traffic to the old air- 
at home, says one Hong port to catch one. 

Kong-based analyst at a US But right now the concern 
bank. “There will be a num- Is centred on Malaysians 
ber of people who are not travelling from the capital to 

prepared to invest because of the provinces. Many former 
their environmental con- airline passengers are drtv- 


The US Export-Import 
Bank, the government’s 
export credit agency, has so 
tor withheld support for the 
project in the light of con- 
cerns raised by environmen- 
talists. human rights groups 
and seismologists, who are 
concerned about the pres- 
sure that such a huge body 
of water would have on the 
earth's crust. 

Unusually for such a large 
infrastructure project, the 
World Bank is not involved. 
China did not ask for assis- 
tance, knowing the Bank 
was likely to reject the 
request on environmental 
grounds. 

Richard Margolis, first 
vice-president at Merrill 
Lynch in Hong Kong, says: 
"The controversy surround- 
ing the Three Gorges project 
would make it a more diffi- 
cult issue to market" ■ 

International investors 
may shy away from the proj- 
ect for fear of repercussions 
at home, says one Hong 
Kong-based analyst at a US j 
bank. “There will be a man- j 
ber of people who are not 


cerns. and there is a portion 
of tbe potential fond market 
which wifi not be interested 
because of their investment 
m an d a tes ." 

However, Mr Wang is 
unlikely to be deterred from 
approaching foreign inves- 
tors. Becoming a sharehold- 
ing company Is about more 
than raising funds and cash- 
flow pressure, he says. It is 
about restructuring the cor- 
poration into a long-term 
business. 

“We are now borrowing 
more money internationally 
and locally," he says. “But to 
be listed would be good for 
the company. We are think- 
ing about listing not because 
we are short of money. . . It 
would be good for the devel- , 
opment of the company. We ; 
are thinking of developing j 
projects on the upper j 
reaches of the Yangtze.” ' 


tog from Kuala Lumpur to 
cities such as Penang, 
because going by air now 
takes almost the same four 
hours. It can take over an 
hour to get to tbe airport, 
and then there is the hour 
wait before the flight, the 
hour flight, and then the 
half hour drive to location. 

Some regular commuters 
from Singapore are starting 
to make the four-hour drive 
to Kuala Lumpur for the 
gamp reasons. 

Steven Tan, who analyses 
MAS for Ke-Zan Securities, 
says the airline was not 
making money on its domes- 
tic operations anyway. With 
outbound flights to Peninsu- 
lar Malaysia estimated to 
have fallen 30-40 per cent 
since MAS shifted to the new 
airport on June 29, “moving 
selected operations back will 
help in curbing the losses”. 


S KORE A ECO NOM Y CENTRAL B ANK CHALLENGE ON LENPING RATES 

Cuts in rates criticised 


m 


HELLENIC 

PETROLEUM 


SPECIAL ASSEMBLY OF THE MINORITY 
SHAREHOLDERS OF THE HELLENIC PETROLEUM S JL 
(REGISTRATION NUMBER 2443/06/B86/23) 


By JotmBurtoo in Seoul 


avuuttit SinaaDore ■ • - : ' South Korea’s central bank 

assets. Shefia McNutty, Singapore yesterday criticised further 

. . V. excessive cuts. in bank lend- 

_ ' Jng rates in a dtellenge to 

JAPANESE K&D ! ' tbe finance ministry, whifli 

J' ; . has encouraged reductions 

Miti targets small companies 

MWstiv of Ifltematiohal Trade.and Industry (MW) porate bankroptdes. ' 
iSto Sw?SlS!S9 to participate more in The Bank of KOreajaud 

fTulrtorf tachnotoov. research and development, cuts m interest rates should 

be delayed until corporate 

0f ThAn^fc£Sa request by Kosaku inaba. chahman andtoanda] .restructuring 

■■■ "“completed. - 

? thTnew Drime minister, adopt such' an inl- . Decreases in lending rates 

Keco Obuchi. toe new prime notentiallv harmful 


be delayed until corporate 
and financial restructuring 
was completed. 


between bank lending and 
deposit interest, rates was 
not excessive compared with 
industrialised nations. The 
bank's comments came amid 
criticism that commercial 
banks were making exces- 
sive. profits by maintaining 
wide gaps -to interest rates. : 

The finance ministry has 
urged banks to cut landing 
rates, which have fofien to 
105 per cent for the prime 
rate. This has largely bene- 
fitted Korea's large conglom- 
erates, or chaebol, which are 


Decreases in lending rates regarded as good credit risks 
are potentially harmful by the banks. 


Hath* aTTwav to spur growth Of-new businesses in . are potentially hanrorn Dy tne oanns. 

t?3Ie officials: *flti.plans to seek appro- . because they may cause _ But small businesses are 
hudaet to expand Wp to small banks to tighten credit, since still subject to much higher 
priaton! L!!J I^nrairsue^. AppropWtjorK for small - they -threaten to erode the leading rates because they 
coenpani^ "J^J^S^abma'YSfan-to' YBbri (S34m- ■ profitability of the troubled are considered more risky. 

- banking sector. The criticism by the Bank 

S4lm), less than 1 pw said the gap of Korea implied that the 

Kyodo, Tokyo 


restructuring of tbe chaebol 
demanded by the govern- 
ment could be delayed since 
they are able to retain access 
to Cheap credit despite high 
debt burdens and excess pro- 
duction capacity. 

The central bank noted 
that the prime rate was 
abnormal since it was below 
that of the trading yield of 
1L3 per cent for government 
debt, although the latter has 
little risk of default. 

Tbe report issued by the 
central bank came as the 
government stepped up pres- 
sure for chaebol reforms, say- 
ing tbe nation's ten leading 
industrial sectors should be : 
restructured through merg- 
ers and acquisitions to j 
reduce excess production ' 
I 


Pursuant N> the law and the GoapanA ArtSdu of Association and blowing dvdslon of tin Boad 
of DtaMO Of 28/7/1998, the Sharahokhn of HELLENIC PETROLEUM SA an Waby invited to 
portidpate h thv Spedal Assembly to be held in Athens on Friday 23/8/1998, at 12XX) nom, in the 
Khan Hotel 46 V. 5oBoTi Am. (as per pom* K2-7241/1 67.98 of thn 5A & Cradtt offica of dw 
Gonad Seatoariai/ MMshy of Omopmenll to doom ad doodo en Iho blowing ody Hon in the 


Boaian of No pi nu r oaiw l uf ite l of the minorhy Shmohnldaw to the Bead of Dnctsn of HELLENIC 
PETROLEUM SA, pursuant to Article Seventh of Law 2593/98, far combination wflh Article 22 oF the 
CoB^cm/c Anidos of Atsodattan. 

h compttaw Wtdr the low and die Contrary'* Artidas of Astodotion to pa rtici pate In person, or by 
proxy, to the said Special Assembly Shorehoaors mufa deposit their share cert in cHte s at ary bank in 
Greece or abroad, the Consignations and loans Fund, or me Hehnic tooleum's cashier ofrks [357- 
359 Menogtan Am. HdancH at least five (5) colande r days before the eyuwtol e d date for the 
Spedd Assembly, Le. until 21 Augud 1998. 

By rtie same date ShorabaUocs must horn aba deposbod the r el eva n t share depository receipts, as 
vmfl os the proxy fa™, at H efl e nte Fatreleam's Hood Office, 357-359 Meuogfcm Amo, HemndlL 
RecdpCcwfl do accepted doly between 9£0 cssJ 1400 hn.M. 01-6301522) 


Ftnofly to focSuto the process, as they join the 
propose candidates far the election, tf may so v, 
candidates. 

By author i zation of the Boon] of Directors 


dd Assembly, Shareholders are requested to 
Each Shareholder may propose up to No (2) 


EV.TZEUAS 

QsAmon & Monogfng Director 


Athens 29.7.1996 
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WORLD TRADE AND INTERNATIONAL 


SOUTHER N AFRICAN SUMMIT LE ADERS TO DISCUSS.CRISIS AMID NE W CONCER NS ABOUT ANGOLA 

Congo revolt fuels fears of 
growing regional instability 
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By Our International Staff 

Southern African leaders are 
due to meet tomorrow to dis- 
cuss their region’s deepening 
Crisis. 

As Congolese rebel farces 
consolidated their hold on 
the country's eastern region 

and vowed to overthrow 

President Laurent Kabila, 
African diplomats also 
expressed continuing con- 
cern about developments in 
neighbouring Angola. 

Although they welcomed 
the news that Units rebels 
were prepared to resume 
taHta with the government 
in Luanda, they remained 
fearful that the country 
could sink back into civil 
war. 

President Robert Mugabe 
of Zimbabwe will host the 
summit, first proposed last 
week by Ugandan President 
Yoweri Museveni at a 
regional economic meeting 
in Namibia. 

But the rapid deterioration 


of the security situation in 
Congo (formerly Zaire) has 
forced the leaders to give 
urgent consideration to the 
prospect of South African-led 
intervention, which was 
raised by the country's 
defence minister this week. 

In a further setback for Mr 
Rahp a, his foreign minister 
Bizima Karaha defected to 
the rebels, and government 
officials acknowledged that 
the eastern town of Bukavu 
had fallen to a Tutsi-led dis- 
sident faction of the new 
Congolese army after two 
days of heavy fighting. 

Government . officials 
accused troops from 
estranged ally Rwanda’s Tut- 
si-dominated army of taking 
part, which has been denied 
by Kigali. 

Speaking from the eastern 
city of Gama, which is act- 
ing as a headquarters for the 
rebellion. Mr Karaha 
accused President Kabila of 
corruption and nepotism, 
and said he had failed to 


charter a clear political pro- 
gramme for Africa's third 
largest country. 

Mr Karaha is a leader of 
the Banyamulenge or ethnic 
Tutsis. who helped Kabila 
topple Mobutu in May 1997. 
with Rwandan support, but 
have now risen up against 
him. “This is a countrywide 
revolution to topple Kabila. 
It is spreading Hke fire. 
Towns are falling to our 
forces without resistance 
because people are disillu- 
sioned and angry with 
Kabila." Mr Karaha told 
Reuters in a telephone inter- 
view. - 

: Mr Karaha, a *n petrel doc- 
tor who doubled as Rabila's 
chief strategist, insisted that 
the rebellion in the Demo- 
cratic Republic of the Congo 
was not backed by Rwanda. 

. “Kabila has failed to gov- 
ern. In his one year in power 
.he has done more political 
damage than Mobutu Sese 
Seko ever did In 32 years," 
he said, referring to the 


ousted dictator. 

He said that Kabila had 
surrounded himself with 
members of his family and 
tribesmen from his Balubak- 
ati dan, appointing them to 
top positions in government, 
security agencies and the 
army. Top of the list of Kabi- 
la’s relatives in government 

were his cousin and interior 
minister. Gaetan Kakudji. 
his brother-in-law and chief 
of army staff, Ceiestin 
Kifwa, bis son and deputy 
chief of army staff. Joseph 
Kabila, and his nephew and 
justice minister, Mwenze 
Kongolo. 

Kinshasa Itself emerged 
from a second night of cur- 
few,, during which shooting 
rang out in the central 
Gombe diplomatic district. 
Witnesses reported seeing 
two bodies in the street. 

Officials in Kinshasa, who 
say: ethnic Tutsi Banyanra- 
lenge and neighbour 
Rwanda are behind the. 
revolt. - conceded that 
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Bukavu bad fatten. 

"Bukavu .is. controlled how 
by the others.. limy toqk it, 
it’s already feflen," a senior 
interior ministry official in 
Kinshasa told Renters- . . 

But he denied reports that 
fresh fighting had broken 
out in the former Zaire's 
third largest city,- Kisangani, 
deep in the jungle interior, 
saying there may have bees 
some sbdoting bat that the 
town was still occupied by 
loyalist troops. ■ 
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UN sources Mid • fi ghting 
bad dosed^the attport out- 
side msangnbl on Tuesday". 
Airline ^sources said-, a 
jdasae^^ff^iaesday Coago 
city 

. People 

radio stafiiinr.SL tjjeflastetii 
town of Gosna T : ’ Vitere‘. the 
revolt began, on . Sunday, 
introduced oppoaitidh-pbliti- 
ctah Arthur f&nma 

as boonl&a&tf cfftbeitgiris- 


Saddam puts the 
Security Council’s 
resolve to the test 

Iraq’s dictator believes divisions within the 
UN will lead to an unofficial crumbling 
of sanctions, reports Rouia Khalaf 


I t has become a familiar 
scene. Iraqi President Sad- 
dam Hussein is once again 
testing the resolve of the 
international community 
and provoking a crisis to 
force a debate on the United 
Nations sanctions that are 
crippling his country. 

By freezing the work of 
weapons inspectors until 
several conditions are met 
and demanding that 
Unscom. the inspectors' spe- 
cial commission, immedi- 
ately declare Iraq free of 
weapons of mass destruc- 
tion, Mr Saddam Is attempt- 
ing to turn disarmament 
into a political rather than 
technical issue. 

"Iraq wants to force a 
political derision on inspec- 
tions in the Security Coun- 
cil," explains a senior diplo- 
mat in Baghdad. "It wants to 
test its support, see what the 
secretary-general of the UN 
can do and what some mem- 
bers in the Security Council 
can do for Iraq." 

Bolstered by sympathy 
from Russia, France and 
China and eroding support 
for sanctions that have been 
in place for more than seven 
years, Mr Saddam seems to 
have calculated that he will 
not achieve a formal lifting 
of sanctions through an 
Unscom declaration that he 
has come clean on his 
weapons of mass destruc- 
tion. 

Hie Iraqi strongman said 


this much in a speech a 
month ago marking 30 years 
of Baath party rule, when he 
vowed that sanctions would 
disintegrate this year, 
although they would not be 
formally lifted by a Security 
Council decision. 

His hope, say diplomats, is 
that divisions within the 
Council would deepen by 
October, when it reviews 
sanctions, and reach a point 
where countries no longer 
feel bound by a firm 
policy on Iraq, effectively 
leading to a crumbling of 
sanctions. 

Mr Satkfam considers the 
time ripe to test the UN. An 
increasing number of coun- 
tries are eager to see sanc- 
tions lifted, a move which 
would be fiercely opposed by 
the US and UK unless 
accompanied by a clean bill 
of health on disarmament. 
The credibility of Richard 
Butler, the chief weapons 
inspector, and that of 
Unscom, have come under 
question and Iraq's version 
of events and arguments are 
no longer dismissed out of 
hand. 

Mr Saddam is also betting 
that the risk of a US military 
attack on Iraq is minimal, 
with little appetite for mili- 
tary action in the Security 
Council and among Arab 
neighbours. 

The signs of a crisis in the 
making have been accumu- 
lating for a while. Mr Sad- 



fraq’s 6B minister, Amir Mtenmmed Rasheed, left, and the foreign minister, Mohammed Saead atSahaf, brief MPs oo the weapons 
inspection crisis. Parirament has urged an end to al co-operation with the UN 


dam Is notoriously unpre- 
dictable and how for he will 
go in the latest confronta- 
tion with the UN will largely 
depend on the reactions 
from the Security Council 
and from Kofi Annan, UN 
secretary-generaL ‘ 

After brokering a deal last 
February which pre-empted 
a US and UK-led military 
Strike, Mr Annan is seen by 
the Iraqis as a mediator who 
can smooth relations 
between Baghdad and 
Unscom, and Baghdad and 
the Security Council. 

I t was largely thanks to Mr 
Annan’s agreement that 
relations improved 
between Iraq and Unscom 
for a period this year, with 
both sides hailing a new 
spirit of cooperation. 

By June Iraq and Unscom 
bad agreed a two-month 
accelerated work programme 
to dear up remaining disar- 
mament Issues. In a bout of 


excessive optimism aimed at 
showing his goodwill, Mr 
Butler said at the time that 
he was working with the aim 
of presmiting a final report 
on disarmament to the Secu- 
rity Council for its October 
review or sanctions. 

But the work programme 
seems to have been more 
form than substance. It was 
soon revealed that Iraq had 
refused to indude in the pro- 
gramme its development of 
VX nerve gas, when frag- 
ments of special warheads 
excavated in June appar- 
ently revealed traces of the 
gas, contradicting claims by 
Baghdad that it never loaded 
the nerve gas on to weapons. 

Details of meetings with 
Iraqis have not been made 
public but Unscom officials 
have said Baghdad did not 
proride new evidence to sup- 
port its claims that it has 
destroyed all its deadly 
weapons. While files on bal- 
listic missiles and chemical 


weapons are near comple- 
tion, Unscom is far from 
forming a clear picture of 
Iraq's efforts to develop Mo- 
logical weapons. 

■ ■ Unscom also says it has 
found a document on chemi- 
cal weapons which Iraqi 
authorities are refusing to 
hand over. 

Iraq, meanwhile, this week 
reverted to its old accusa- 
tions that inspectors are 
deliberately refusing to 
move forward on disarma- 
ment, and are following US 
policy which aims to main- 
tain sanctions indefinitely. 

As its authorities became 
convinced that the acceler- 
ated inspections exercise 
would not lead to a positive 
report by the special com- 
mission in October, it began 
preparing public opinion for 
a confrontation with inspec- 
tors and with the United 
Nations. 

In declarations and resolu- 
tions by various Iraqi insti- 


tutions in recent weeks, 
Baghdad has been railing for 
an immediate end to weap- 
ons inspections, and hinting 
at “alternative" unspecified 
strategies to bring an end to 
sanctions. - 

Last week an Iraqi news-' 
paper charged that a US 
inspector working .for 
Unscom was gufltyof espio- 
nage, after allegedly haring 
been found taking pictures 
of a train carrying military 
equipment. 

Similar accusations 
against another US inspector 
were a main precursor to the 
crisis which eventually led 
to the February stand-off 
with the UN. 

“We see the same signs 
and mobilisation of public 
opinion that preceded -previ- 
ous crises." says a diplomat 
in Baghdad. “But we will 
have to see whether this will 
have the same effects as 
before." 


US TELECOMS REGULATOR AIMS TO RELAX RESTRAINTS ON ARRANGEMENTS WITH INTERNATIONAL CARRIERS 


FCC moves to ease rules for phone deals 


By Mark Suzman hi Washington 

The Federal Commun- 
ications Commission, the 
chief US telecommunications 
regulator, Is today expected 
to launch a policy review 
aimed at making it easier 
for international phone com- 
panies to negotiate new set- 
tlement rates with US carri- 
ers. 

The move is in response to 
growing liberalisation or the 
global telecommunications 
market. If the review's 
recommendations are 


accepted, competitive global 
carriers would be permitted 
to strike deals directly with 
US companies without hav- 
ing to apply for regulatory 
approval 

Under current rules, all 
existing agreements between 
-international and US tele- 
phone companies must be 
referred to the FCC before 
being implemented. The 
agency has the power to 
intervene if it Teels that for- 
eign companies are unfeiriy 
discriminating against OS 
carriers in their borne coun- 


try. However, many compa- 
nies have complained that 
the restrictions date from a 
time when most interna- 
tional phone agreements 
were negotiated with domes- 
tic monopolies. 

in response to such con- 
cerns, the FCC now believes 
that the rules need to be 
modified to recognise that 
many parts of the world 
have very competitive tele- 
communications markets. 

“Basically it’s a response 
to changes that have already 
occurred In a lot of coun- 


tries, especially in Europe, 
and we want to cut out an 
unnecessary bureaucratic 
step." a FCC official said. 
“It’s a move that would give 
greater opportunities for US 
carriers and ultimately bene- 
fit US consumers." 

As part of the WTO tele- 
communications agreement 
which came into force ear- 
lier this year, the FCC has 
already taken steps to 
ensure that its domestic tele- 
communications market is 
open to international compe- 
tition. 


Under the new changes - 
which are not required as 
part of the WTO accord - 
the FCC would set out a 
series of benchmarks relat- 
ing to settlement- prices. Pro- 
vided those conditions were 
met, carriers would be free 
to negotiate and modify 
agreements without regula- 
tory review. 

The FCC win vote on the 
review at a commission 
meeting today. If approved, 
the proposals would then be 
presented tor public com- 
ment for two months, after 


which the agency will take a 
formal decision on whether 
to adopt the changes. 

• Hie Commission will also 
debate a measure designed 
to improve delivery of high 
speed internet access to US 
consumers. The proposal 
would allow local US tele- 
phone monopolies - the 
scxalled “baby Bells" - to 
offer advanced digital ser- 
vices to -customers without 
being required to make the 
equipment available to com- 
petitors as is currently the 
case- for local phone lings, . 


Australia limits wool sales to bolster prices 


By Gwen Robinson hr Perth 

A decision by the Australian 
government to freeze wool 
sales from the country’s vast 
stockpile yesterday deepened 
divisions within the industry 
and highlighted growing 
political tensions over the 
conservative government’s 
trade policies. 

The government of John 
Howard, prime minister, yes- 
terday said it would suspend 
for 12 months sales from its 
l-lm-bale wool stockpile, in 
an effort to bolster felling 
prices by removing substan- 
tial volumes of wool from 
international markets. 

The decision was an 
abrupt tumround from the 
government's indication ear- 
lier this week that it would 


maintain stockpile sales, and 
followed a fall of about 5 per 
cent in wool prices at auc- 
tions in Sydney and Mel- 
bourne on Tuesday. 

More significantly the gov- 
ernment’s shift followed 
calls by Pauline Hanson, 
leader of the extremist One 
Nation party, to freeze wool 
stockpile sales in order to 
help producers. 

Mis Hanson’s protectionist 
trade policies and anti-immi- 
gration platform have gained 
substantial support in 
depressed rural areas of Aus- 
tralia. 

As speculation about an 
early election has grown. Mr 
Howard’s conservative coali- 
tion has been forced to 
promise . new measures to 
help farmers - particularly 


in rerent weeks. Ms Hanson 
yesterday said the govern- 
ment was “running scared" 
of her party’s support Crit- 
ics warned that the wool 
decision would lead to 
greater protectionism and a 
return to price manipulation 
and other flawed policies 
which had left Australia 
with a mountain of unsold 
wool in the early 1990s. 

“Whatever Ms Hanson 
says, Australians will perish 
if we get to the situation of 
an isolationist policy where 
we simply don't trade with 
other nations, and if we so 
affront our trading partners 
with irresponsible policies 
and lose those markets we 
have no one to blame but 
ourselves," said Jeff Ken- 
nett, prime minister of Victo- 


ria and a member of Mr. 
Howard’s Liberal party. 

Mr Howard, however, 
defended the decision and 
said it was taken in the 
interests of the wool produc- 
ers of Australia. 

The stockpile was estab- 
lished in about 1991 at a 
peak level of 4.7m bales after 
the government abandoned 
its wool reserve price 
scheme, ft was intended to 
stabilise prices with quar- 
terly sales of stockpiled 
wool Before the freeze. Wool 
International, the statutory 
authority in charge of selling 
off the stockpile by the end 
of 2000, was required to sell 
between 90,000 and 350,000 
bales a quarter. 

Analysts said the freeze 
would take about 9 per cent- 


of wool off the market in a 
narrow micron range of 
coarse wooL 

Wool producers in wool-ex- 
porting states lnclnding 
Western and South Australia 
welcomed the move and sald- 
it would provide short-tenn 
relief to an industry hit by 
foiling sales to Asia. 

But the main industry 
body, the Wool Council of 
Australia, warned the move . 
could open the way for com- 
petitors to usurp Australia’s 
traditional markets and 
could even encourage a shift 
to cheaper, synthetic fibres. 

The National Council of 
Wool Selling Brokers of Aus- 
tralia, meanwhile, described 
the government’s tumround 
as “completely unaccept- 
able". Wool sales -from now 


would have to proceed under 
a “different and ill-defined 
set of rules." said the coun- 
cil’s president, Don Fraser. 

“The industry has engaged 
in an Intensive review of pol- 
icy options’ and decided ip 
the past week that existing 
policy should remain - in 
place. It Is extraordinary the 

go v er n ment should overturn 
that position in 24 hours," he 
sa&L 

Despite widespread criti- 
cism- of the government’s 
decision. Australian wool 
auction prices stabilised in 
yesterday's trading and wool 
futures rose. Critics warned, 
however, that the effect; 
would - be temporary and 
would quickly damage Aus- 
tralia's international image 
as a reliable supplier. 


win support 

from Netanyahu 


Benjamin Netanyahu, Israeli 
prim e -'•minister, yesterday 
save Jewish leaders iff the 
small West Bask settlement 
of Yitzhar backing to expand 
after gunmen shot dead two 
settlers In an ambush fete oh 
Tuesday night. ’ ■ 

The two residents of Ylt- 
zhar. an isolated settlement 
of 55 families near the Pal- 
estinian-controlled town of 

Nablus, were on patrol when 
their vehicle was sprayed 
with bullets. No group 

-claimed respon sibi lity. - - ■ 

' Mr' Netanyahu, said, the 
triiU Tt g s. showed why he 
demanded (hat Y^ssir Ara- 
fat/ president- of tbe.Palestin- 
ian Authority-,; crack down 
on 'militant groups.’ On 
Israeli frdfc he said; this was ; 
i: -precondition' L for Israel 
agteetog to "hand -ewer West 
.Bank' land to Palestinian 
control a igovenaaaif offi* 
cfal confirmed ' Mr '-. Netafr- 
y&hu bad told tltzhar set- 
tlers be would support plans 
to expand the settlement. 

Marwan Kanafani, adviser, 
to Mr Arafat said: “We con- 
demn killing from the two 
sides,” adding that the only 
solution was to return to 
negotiations with “honest 
intentions". In recent weeks 
Jewish settlers have killed 
one Palestinian and ran- 
sacked Palestinian property, 
especially near Hebron. 

' The killings could jeopard- 
ise the fragile talks between 
Israel and the Palestinians 
over a delayed Israeli troop 
.withdrawal from the West 
-Bank which so far. have 
failed to mhke headway. Mr 
Netanyahu has suggested a 
redeployment of troops that 


would band over 10 per cent 
of West Bank land to Pales- 
tinian control- An additional 
3 per coat would be placed In 
a special category without 
fUB Palestinian control The 
Palestinians have accepted a 
US plan calling for a 13 per 
cant handover. 

Mr Netanyahu yesterday 
finally presented maps to the 
“Inner” cabinet- which 
includes Natan Sharansky, 
trade minister, and Ariel 
Sharon, the infrastructure 
minister, who both oppose 
any substantia] redeploy- 
ment. No ^ decision ^was 

Arafat 

pfoyment at the fw^tstiafr 
■ Legislative 

where he dnnoratfilfflj|poe»:'. 
metic cabinet c&MjgteS^fbsyS 
followed a -repbrew?f«Br t 
by tiie PLCs midpfctiFj®*-.- 
mittee alleging ilm-jtefferaL 
min isters, including wbff. 
Shaath, -trade minteecjnd 
m ain negotiator wlthfe^er- 
national donors, had misap- 
propriated funds. ■ JV - -' 

Mr Arafat sacked tefeMn- 
ister, mads three into - 
tore of state , without 
lio, and moveCP^hw*’^® 3 

another ministry , . 

Hunan Ashrawi. ed*tetk*i' 
minister, was movdd-to tie' 
tourism ministry to sqpuBjae - 
fundraising for the ruffled^ 
ilium, while Abdul Jsw&4 
Saleh, the agriculture mfcd$$ 
ter who dared challeagp Mn 
Arafat’s authority, was made? 
a minister of state, without-) 
portfolio. 

He had wanted to leave . 
the cabinet “I'm convinced 
that there's' no cabinet, and' 
corruption became anfosti- 
tution in the Palestinian syi-. . 
tom," he told Mr Arafat rl 
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KENYAN LABOUR DISPUTE 


Bank strikers ignore 
threat of dismissal 


A deadline for thousands of striking Kenyan bank 
employees to resume work or face dismissal passed yes- 
terday with no sign that either side would back down. The 
strike, which has vktually paralysed banking operations 
and currency markets, entered Its third day yesterday. 
Around t2,000 bank workers, who belong to Kenya’s most 
powerful union, have been going to their offices every day 
but refusing to do any work. 

They are protesting against government plans to tax 
interest-free or tow-interest loans available to bank staff. 
The commercial interest nates for ordinary customers is 
around 25 per cent Commercial banks have not accepted 
deposits or cashed local cheques because clearing houses 
were effectively dosed. Dealers said the strike had ren- 
dered Inter-bank trading almost 'impossible. 

Kenya has been hit by industrial unrest since last year 
with nurses, bankers, teachers and postal workers going 
on strfce or threatening strike action. Reuters, Nairobi 


ANGOLAN PEACE TALKS 


Savimbi agrees to dialogue 

Jonas Savimbi. leader of Angola’s Units rebel movement, 
has agreed to reopen dialogue with the Luanda govern- 
ment after a freeze In relations following the death in an air 
crash six weeks ago of the UN special representative to 
Angola, Afioune BJondin Beye. 

Mr Savimbi said he would allow Isaias Samakuva, 

Unita's chief negotiator since a peace agreement was 
signed in Lusaka in 1994, to return to Luanda this week. 
He said he would restart tafics on handing over his main 
stronghold in and around Andido to government control. 

Mr Savimbi’s refusal to cede his headquarters In the 
central highlands is the most important element of the 
Lusaka pact still to be Implemented, and diplomats fear 
delaying tactics by Mr Savimbi could provoke an army 
offensive. Nicholas Shaxson, Luanda 

ALGERIA’S CIVIL CONFLICT 


UN completes mission 

Algeria’s violence continued unabated as a United Nations 
delegation ended its 12-day fact-finding mission to Algiers. 
Seventeen villagers were Idled in three massacres on 
Tuesday night in Tiaret province, 220km south-west of 
Algiers, and Tlemceri, 440km west of the capital. 

. The UN panel, led by Mario Soares, the former Portu- 
guese president began discussing results of its trip in Lis- 
bon yesterday and members were due to meet with Kofi 
Arman , toe UN secretary general, today. A report on toe 
mission, expected to be made public, will not be released 
for several weeks. 

The panel met a wide cross-section of Algerian cMl 
society and political parties, arid left with hundreds of doc- 
uments about alleged disappearances and human rights 
abuses. But the Algerian government stood firm on Its 
demands that toe panel could riot meet leaders of the 
Islamic Salvation Front (FIS), the now-banned party which 
was set to win elections cancelled by the army in 1992, 
Rouia Khalaf, London 


PETROL RETAILING IN THAILAND 


Mobil predicts decline 

Mobil Oil of the US yesterday said it would not buiki arty 
more service stations in Thailand and predicted many 
would close. Mobil Oft Thailand president, Duke Kaiser, 
forest that between 2,000 and 2,500 of Thailand’s 
13,000 sendee stations would be forced out of business ' 
this year due to shrinking demand for fuel and risina 
repossessions of care, 

According to newspaper reports, Mobil Oft Thailand 
ptansto spend $em over toe next 12 months for toe com- 
pletion of service stations 'already under construction, and 

improve ,ub *»nt 

Wending facility. AP-DJ, -Bangkok 
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on the future of the single currency. 
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You’re looking at a mail who’s looking at the future. 

Hes using an equity portfolio rebalancing model designed 
by Merrill Lynch to help decision-makers see beyond the 
uncertainties surrounding the launch of the single currency 
to the rewards that lie beyond it. 

In advance of the launch, you can use it to test asset 
-allocation strategies. To dry run different equity benchmarks. 
To explore “what if?” scenarios. 

Above all, you can use it to steal a march long before next 
January coxnes around. 

EMU: from planning tools to practicalities. 

= The ‘Emulator’® is just one of the strategic planning tools 
we have developed to help companies make the most of the 
opportunities the tingle' currency will create. 

It’s a product we’re evolving all the time. And were just as 

involved in the practicalities of Euro preparation. 

' We’re working with our colleagues in the industry to 


develop a new set of conventions for Euro dealing. We’re 
working with our clients on settlement and payment systems. 
Were planning ways to cope with the details of the single 
currency before the details are even finalised. 

In short, we re giving the broadest possible range of advice. 
On the broadest possible scale. 

Advice: across the board, right across Europe. 

We have already provided single currency consultancy 
to 300 international clients, in 20 countries, representing 
$6 trillion worth of investment funds. 

It’s no more than you might expecr from Europe’s leading 
equities trader (by volume and in the opinion of CEOs 
and fund managers). But its more than many can offer at 
a crucial time for institutional investors all over Europe. 

When the single currency is launched in 1999, there will be 
a stark difference between the prepared and rhe unprepared. 

Hie difference is Merrill Lynch. 
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Drugs promotion spending soars 


Top 16 spenders' 
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By Jenny Unsby 


Television advertising of 
prescription drugs is spiral- 
ling upwards in the US after 
a rule change last year 
which allowed such advertis- 
ing for the first time. 

Mass media campaigns 
promoting brand-name drugs 
began the day the rules 
changed, August 8 last year. 
By the end of 1997, the top 10 
advertisers had spent 5764m. 
IMS, the health Information 
company, believes drug com- 
panies are on course to 
spend more than $1.3bn on 
marketing drugs directly to 
consumers this year. 


Advertising agencies are 
racing to exploit the new 
market, with the first celeb- 
rity advertisements just out 
featuring former Good Morn- 
ing America television host 
Joan Lunden endorsing 
Schering-Plough 's Claritin 
for allergies. 

First evidence suggests 
that drags sales, health care 
budgets and the relationship 
between doctors and 
patients are all likely to be 
affected. 

Last week, Glaxo Well- 
come, which has led the way 
with the scale of its advertis- 
ing to consumers, revealed a 
sharp increase in sales of the 


six products that it has so 
far promoted to consumers. 
Sales of the group’s antide- 
pressant WeUbotrin and the 
anti-smoking drug Zyban 
have more than doubled 
since last year. 

No one has yet identified 
the number of prescriptions 
being written as a direct 
result of consumer advertis- 
ing, but Glaxo observes that 
its Zyban campaign, 

launched in January, coin- 
cided with a three-fold jump 

in visits to doctors by 
patients wanting to stop 

Similarly, it reports that 
an 0800 free telephone num- 


ber, given in adverts for its 
anti-herpes drug, Valtrex, 
has so for received 600,000 
callers, S3 per cent of whom 
have said that they planned 
to visit their doctors after 
calling the number. 

IMS reports a 20 per cent 
rise in US sales of antide- 
pressants and a 28 per cent 
increase in sales of tranquil- 
lisers and sedatives in the 1 2 
months to March this year - 

a $1.7bn rise in total 

But doctors are worried 
about the impact of advertis- 
ing. In a survey of 2,000 doc- 
tors published last month 65 
per cent of doctors wanted 
the direct advertising 


decreased or discontinued. 

Many were seeing an 
increase in self-diagnosis tay 
patients. Which in many 
cases was not correct and 
required extra s urgery time 
to explain why. Patient 
requests also conflicted with 
the prescribing guidelines 
issued by managed care pro- 
grammes which pay for 
patients’ treatments. As a 
result doctors had to choose 
between upsetting the 
patient by refusing the drug, 
and risked being blacklisted 
by a managed care pro- 
gramme. 

The future of TV advertis- 
ing rests on whether the 
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Sony fined $1 m for failing 
to disclose film losses 




Flood and Drug Administra- 
tion betieyes It. Is increasing 
the nation’s health, if it 
decides the consumer is suf- 
fering, it will move tn n»im - 
pose the ban.: . 


Panamanian president in fight 
for a second shot at the title 


Opposition says that the country will become nothing more than 
a civil dictatorship if he wins. James Wilson reports 


C arlos Menem ’s decision 
not to seek a third term 
as Argentina's presi- 
dent has resounded particu- 
larly loudly at the other end 
of the continent, where 
another fight for the right to 
be reelected is soon to reach 
a climax. 

To opposition cries that 
Panama will become nothing 
more than a civil dictator- 
ship if he wins. President 
Ernesto Perez Balladares is 
seeking another term as the 
country’s president, a move 
that requires changes in the 
constitution to be approved 
by the national assembly 
and by a national referen- 
dum. 

The necessary legislation 
has already been voted 
through by his loyal major- 
ity in the assembly. 

Now the referendum on 
August 30 is all that stands 
between Mr Perez Balladares 
and another shot at the pres- 
idency in May next year. 

The outcome will be 
awaited with particular 
Interest given the turning 
point being reached in Pana- 
ma's history. 

The winner of the next 
election - and Mr Perez Bal- 
ladares will be a firm favour- 
ite it he wins the right to 
stand again - will be in 


charge when the US relin- 
quishes control of the Pan- 
ama Canal on December 31 
1999. 

Taking their cue from Mr 
Menem 's decision. Mr Perez 
Balladares' political oppo- 
nents have called for him to 
desist from his bid. 

But the president's allies 
say two consecutive terms, 
as Mr Menem has had, is a 
sensible option and want 
Panama's citizens to be 
given the chance to re-elect 
their president if they so 
wish. 

Re-election is a vexed 
issue in Latin America, 
where - given past experi- 
ence of all kinds of dictators 
who became hard to remove 
- many countries have safe- 
guards built into the consti- 
tution to stop presidents 
becoming too entrenched. 

In Panama, where 21 years 
of military rule only ended 
in 1989 with the US invasion 
that toppled Manuel 
Noriega, the idea of a long 
spell of power is particularly 
controversial. 

The president here is not 
like in the US. or a European 
prime minister. Here they 
are omnipotent,” said Victor 
Juliao, secretary-general of 
the Arnulfista party, the 
largest in the opposition 
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coalition. 

Supporters of re-election 
contend that a president 
needs to be allowed time to 
see tbro ’igh his political pro- 
gramme, and that there is 
nothing to be from 

imposing a change of leader. 

Francisco S&ochez C&r- 
. denas, the housing minister 
and one of the president's 
closest political antes, said: 
"When we see countries that 
are much more advanced, 
they are those where the 
concept of re-election is 
ingrained in society. It 
implies that a president who 
has had a good pro gramme 
can fulfil it 

“In our countries where 
there are big things to try to 
change, doing it in four or 
five years is impossible. 
There is a saying - "Every 
teacher has his own text- 
bods;’. Every time a new gov- 
ernment arrives it begins a 
new process, and that affects 
the country’s development" 

The Pdrez Balladares 
administration is seen as 
investor-friendly, hairing 
opened the economy with 
tariff reductions and privati- 
sations in porta and tele- 
coms. 

Water and electricity com- 
panies are to follow. Gross 
domestic product grew 4.4 



The Securities and Exchange Commissksn yesterday Bned : 
Sony Cwporaton Sim for failing to disclose losses at «s 
HofiywoodramafoscBffly In 1994. T T^SEC further. ., ... 
ordered the Japanese consumer ateetrontasgroupfo. 
appoint an independent auditor erf its accou nts this year to 
review its presentation of mergers and ac<$asitwo3 l 
Sony was accused of hiding the extent trf tosses at Sony, 
Pictures. In the four months before Bs 1994 writedown of 
$2.7bn of goocfwBL It was also accused of faJUng to reveal 
how tiie Hollywood tosses would -push the jyogeconsrt* 
(dated results into the red. At the time of toe write-off. , 
Sony reported a loss of Y279.9bn ff1.92bn) to foe ftst.half 
■ of 1994, against a pre-tax profit of V5fi.6bn for me same " 
period in 1993. ' ' , ' 

The SEC said Sony had filed “inadequate dlscloaures", 

and meisied resuBs of Sony^ Ptaturee^i 

- music busnesatifida? a single "ontertrtimart^ lwWrig^ . 

. Vie result was:"ofes«wring" of the tosses* Sony Pfefeuras, 
toe SEC saM yesterday. ; _ „ 

. Sony agreed to fltotim fine and accepted the terms qt 
a cease-and-desist order, wHWLpreverrw axaftfot. of the * 
lack of dfeclosure. FOchaiA WoMfe. Wo^tegton- 


*-.«* . 
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Zurich Insurance to advertise 


¥jin 


Zurich Iniairane* wffl today launch en advertising campaign 
In the US appealing for relatives erf Holocaust victims to 
ciafm on Efe assurance potides. The moVa was an atiempt 
to avoidpubte relations mistakes made by tha Swiss-.. .. 
banks, which have already suffered bad pubHcfty oyer how 
they treated Holocaust survivors, and may face sanctions 
from '.states and city councils from next month. 

Zurich, whlch.has extensive interests in the US fbRowfng 
recent acquisitions, is publishing advertisements to a range 
of newspapers which are widely read by the Jewish com- 
munity. This will ask anyone who thinks they may be the 
tieneficiary of a Zurich Life poOcy from the war era to 

phone aspecially established toll-free telephone number. 
US lawyers have already embarked on a class action law- 
suit against several European insurers. Including Genera 
of Italy mid Aifianz of Germany as well as Zurich, saying - 
they did not pay out fife policy benefits to the relatives of 
Holocaust victims. John Authors, New York 
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Ernesto Perez DsHsflwnvr seen as Snvestnr^riendfr, bsnrtog opened up P wrofc jjgariooy 


COLOMBIA GUERRILLAS 


per cent last year and Is fore- 
cast to be around 5 per cent 
this year, with inflation of 
less than 2 per cent 

Foreign debt has also been 
tackled, with well-received 
bond issues last year and 

thte. 

Joseph Petty, bead of 
Latin American sovereign 
analysis for Citicorp Securi- 
ties in New York, told' an 
audience in Panama recently 
that a vote against re-elec- 
tion in August's referendum 
would increase uncertainty 


and call Into question ttie 
reform process. 

The opposition, while keen 
to say it is. , hot hostile to 
foreign investm ent, ryi n fan y fa 
that state assets. bave been 
sold cheaply and, without 
benefiting the mass of the 
people. Farmers are . angry 
over big tariff cots that have 
left them struggling to com- 
pete with imported produce. 
Unemployment is inching 
downwards but one in three 
people lives in poverty, 
according to a study by the 


UN and otifer- multilateral 
organisations. * ' ■- 
However, opinion polls 
indica^tti Vidsibii ty. content 
with JjaB adares 


Attacks leave 70 dead 


In ym 


Given conttriued' tax^eir 


the vote, the August refSen- 1 - 
H um will be a higher hurdle 
for Mr Pdrez Balladares to 
jump on the way to a second 
term than the 1999 election. 


Autonomy for bank 
regulator in Mexico 


Kevorkian lawyer 
wins primary 


Colombia's (eftwing guerrillas have launched a series of 
attacks across the country as a parting gesture ^ to the 
b^r&tratton of President Ernesto Samper, whose- term in 
! office pods bn Friday. The offensive, which began earlier ' 
A r^^wwakthas so far left about 70 soldters and police _ ■ 
weather and poor communications have frus- 
v\^^a^tempts-to discover the wdwreabouts of a further , 
i. : ^^9^^ES0toere^tGolornbHa’s armed forces. . . 

BLit-ArKk&-P^trana, incoming president said the 
attacks in no way jeopardised the country’s nascent peace 
process. This was the guerrillas' “farewell to the govern- 
ment, not the welcoming of rntne,” he said. The outgoing , 
government has consistently stumbled in attempts to per- 
suade the guerrilla forces to negotiate peace. 

Adsrn Thomson, Bogotd 
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SUPPORT FOR PRESIDENT 


By Henry Tricks hi Mexico Cfly 


The Mexican government 
has proposed frill autonomy 
for the country's banking 
regulator, which it had pre- 
viously intended to incorpo- 
rate into the central bank. 
Josfe Angel Gurria. finance 
minister, said yesterday. 

The move to grant full 
independence to the 
National Banking and Secu- 
rities Commission follows 
mounting pressure from 
Mexico’s Congress. 

The original proposal to 
change the commission's sta- 
tus was part of a financial 
reform bill now stalled is 
Congress because of opposi- 
tion to the government 
absorbing $65bn in obliga- 
tions incurred in bailing out 
the basking system after the 
1995 economic crisis. 

The rescue package has 
clouded the future of the 
banking industry. The 
finap fa ministry had ini- 
tially proposed ceding its 
control of the co mmis sion to 


Banco de Mexico, the auton- 
omous central bank, in 
March. But legislators, who 
have attacked the commis- 
sion's and the bank's role in 
the bailout, wanted to make 
it more independent. Mr 
Gurria said a consensus was 
struck. 

There have been few signs 
of compromise, however, in 
the bigger legislative battle 
over Fobaproa, the bank 
insurance fund that has 
spent some 14 per cent of 
Mexico’s gross domestic 
product rescuing the banks. 

Mr Gurria said bank 
secrecy laws prevented him 
from bowing to a demand by 
opposition parties in Con- 
gress for names of busi- 
nesses and their owners 
whose debts were acquired 
by Fobaproa as part of the 
rescue. 

On Monday the leftwing 
Party of the Democratic Rev- 
olution issued names of 310 
large debtors it alleged had 
debts in the Fobaproa I 
scheme. 1 


By Nancy Duma in Washington 


A wealthy, flamboyant 
lawyer who represents the 
country’s most famous “sui- 
cide doctor' was the appar- 
ent winner of the Demo- 
cratic gubernatorial primary 
in Michigan yesterday and is 
now set to face the Republi- 
can governor, John Engler, 
in November’s election. 

Geoffrey Reger is known 
principally as Dr Jack 
Kevorkian's lawyer and has 
convinced three juries not to 
indict the doctor for helping 
severely ill patients kill 
themselves. He has drawn 
national attention for his 
theatrical .tactics and attack- 
ing campaign style. 

In announcing his narrow 
victory Mr Fieger said he 
was not “as outrageous as 
I’m represented in the 
media”. But Mr Engler’s 
spokesman went on the 
offensive, labelling Mr Fie- 
ger as “nuts” and saying 
that Michigan citizens would 
not approve of his “profanity 


and abuse". 

Mr Fieger, the son of a 
civil rights activist, will 
have a tough electoral battle. 
He outraged many Demo- 
crats when he said that for 
too long the party had 
“acted like... wimps and 
oatmeal”. Democrats ought 
not to be ashamed of their 
positions and ideals, he said. . 
“Let's take this government 
back from these wolves in 
conservative clothing.’’ 

He has regularly insulted 
the Republican governor, 
palling him “a p olitic al hack- - 
who has never had a job in 
his life and doesn’t have a 
singular idea in his skull”. 
Mr Fieger has also promised 
“real tax reduction, not tax 
shifting”, saying “Republi- 
cans have reduced taxes on 
the rich and hid the' tax 
increases on the middle 
class”. But he is no big-gov- 
ernment liberal. He said 
taxes should only support 
“the common good”, such as 
roads, national security and I 
education. 'I 


Democrats rally round Clinton , W r ,,J {vtflk 

Democrats yestwday rallied round Rreskfent BHI Clinton . '.Vllllii* IliHIBk 


Democrats yesterday rallied round President BiU Clinton . 
yesterday, ignoring the allegations of sex and perjury at 
the White House that Republicans believe could trigger 
impeachment hearings. 

After a dosed door caucus meeting at the House of 
Representatives with Mr Clinton and vice-president A1 
Gore, party leaders sought to play down charges that the 
president had an affair with Monica Lewinsky, a former 
White House worker, insisting the public was more inter- 
ested to broader issues. 

Richard Gephardt, House minority leader and a possible 
candidate for toe 2000 presidential election, said the Lew- 
insky matter was not even brought up during the meeting. 
He said that discussion focused on “kitchen table" issues 
the party hoped to raise in November’s congressional 
elections. Mark Suzman, Washington 


j 1 ", 


j •’ 




GULF WAR VETERANS 


Uranium ‘not cause of illness’ I ffiUfS 2(HH 


Exposure to depleted uranium contained in shells fired 
during toe Gulf war apparently was not toe cause of ill- 
nesses suffered by some veterans, the US Defence 
Department said this week. The Pentagon said while toe 
substance “ram pose, a chemical toxicity arid radiological 
hazard under specific conditions, the available evidence 
does not support claims that depleted uranium caused or 
is causing the undiagnosed illnesses some Gulf war veter- 
ans are experiencing”. AP, Washington 


Canadian watchdog beefed up 
to tight market abuses 


Securities regulator pledges ‘appropriate and adequate’ Investor 
protection, writes Edward Alden 


W hile Canada repre- 
sents less than two 
per cent of the world’s 
capital markets it is an inter- 
national centre for financing 
resource companies - unfor- 
tunately a sector that seems 
particularly prone to market 
abuse. 

The new chai rman of Can- 
ada’s top securities regula- 
tion body says be plans to 
increase staffing and beef up 
enforcement to restore confi- 
dence in the country's secu- 
rities markets, after a series 
of high-profile scandals. 

The reputation of Cana- 
dian stock exchanges was 
badly hurt last year with the 
collapse of Bre-X Minerals, a 
C$6bn (US$4bn) gold explora- 
tion company that was 
revealed to have perpetrated 
a huge fraud. 

But Bre-X has not been the 
only black mark on the 
Canadian " exchanges. The 
Toronto Stock Exchange last 
month levied a record C$4m 


fine against First Marathon, 
one of the larger indepen- 
dent brokerage houses, over 
conflicts of interest involv- 
ing employees who were 
both major shareholders and 
promoters of a junior mining 
company called Cartaway 
Resources. The stock 
crashed from C$26 to C$2 in 
1996. 

And next week hearings 
are scheduled to begin on 
YBM Magnex International,: 
a C$900m company on USE'S 
blue-chip 300 list until it was 
suspended in May for failing 
to file an audited 1997 
annual report The magnet 
manufacturer was investi- 
gated for alleged connections 
with Russian organised 
crime prior to its listing on 
the TSB, and the Ontario 
Securities Commission 
ignored warnings from 
experts last year that many 
of YBM’s sales claims were 
suspect 

David Brown, chairman of 


the OSC since April, said in 
a recent interview he wants 
to "demonstrate to the world 
that Canada is indeed a safe 
place to invest, that the mar- 
kets are fair and there is . an 
appropriate and adequate 
amount or investor protec- 
tion.'’ • 

Tougher monitoring and 
enforcement would not nec- 
essarily end such abuses. 
But the OSC, which oversees 
the Toronto exchange that 
handles about' four-fifths of 
Canada's capital market 
activity, has -struggled .this 
decade with . inadequate 
funding, too few staff and 
high turnover. 

Brenda Eprile, who left 
last year as executive direc- 
tor, said the commission has 
about two-thirds of- the staff 
it needs to do its work as 
thoroughly as the US Securi- 
ties and Exchange Commis- 
sion. .. 

The OSC. for instance, 
does virtually no monitoring. 



Ontario' Securities Commission 
chief David Brown Poor Redman 


of disclosures In the huge 
secondary markets, she said. 
- Mr. Brown fa hoping, to 
reverse that situation. As a 
result of action taken by his 
predecessors, the commis- 
sion, has been pit on a self- 
funding basis, freed from the 
whims of a provincial gov- 
ernment that siphoned a 
large sum annually from the 
OSC’s .revenues, . about half 
the agency’s budget One of 
bis first steps will be to add 
about 106 people to the com- 
mission's staff of 235, many 
of those dedicated to enforce- 
ment 


The commission has been 
too short of -staff to prose- 
cute cases and at the same 
time ’monitor companies ade- 
quately to uncover viola- 
tions, he said. 

. The OSC Is also requiring 
. the largely unregulated 
Canadian mutual funds 
industry, which has grown 
from just C$24bn in assets in 
1990 to more than C$320bn 
today, to establish a self-reg- 
ulating organisation that 
would set- standards for all 
mutual fund companies. Last 
week the OSC unveiled 
tougher rules for disclosure 
in mutual fond prospectuses.' 

Mr Brown said he was con- 
sidering asking the provin- 
cial government for the 
power to fine securities- law 
violators directly rather 
than having to pursue civil 
and criminal remedies in 
courts. . 

- But these measures may 
still fall short, of what fa 
needed. . 

Adrian da Plessis, an fade-' ' 
pendent stock market watch- 
dog, says the root problem 
with Canadian* securities 
regulation is not underfund- 
ing but the lack of sufficient 
due diligence by regulators 
to ferret out potential prob- 
lems before they blow, up 
into public scandals. In all 
.the major- cases, regulators 


have responded only after 
the abuses were first 
revealed In the media. 

Edward Waitzer, a Toronto 
securities lawyer and former 
OSC chairman, said Cana- 
da's regulatory system will 
•re m ai n backward as Icing as 
there fa no national regula- 
tor. Despite Canada’s small 
market, there are separate 
e x c h a n ges and regulators, in 
four provinces, each of 
which jealously guards its 
jurisdiction. . 

“Sooner or later the fed- 
eral government is going to 
have to get involved because 
markets are glottal, not pro- 
vincial or even, national." 
says Mr Waitzer. 

Certainly Mr Brown is 
aware of the dangers of inad- 
equate securities regulation. 
The Vancouver Stock 
Exchange in British Colum- 
bia acquired in the late laws 
an. unwanted reputation, as 
the scam capital, of North 
America after a series of 
penny stock frauds. 

Despite detenninefi efforts 
by the British Columbia 
Securities Commission to 
erase that legacy, investors 
have sought out other mar- 
kets. The Vancouver index 
last week hit an all-time low 
of less than 500 points, down 
from more than 2000 a 
decade ago. 
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INWARDJHVKTMEHT HYUNDAI SAYS TALKS WITH INTEL OVER SCOTTISH FACTORY HAVE ENDED 
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Hopes fade for completion of chip plant 


RnandalTbnss Reporters m 
Seoul anti Edinburgh 

Hopes &r the completion of 
Hyundai Electronics* semi- 
conxtuaor plant in Scotland 
suffered a setback yesterday 
whan the company said fa»r g 
bad broken off with Intel, 
the US semiconductor com- 
pany, on a $Ll5bn joint ven- 
ture lo rescue the project 
In June Hyundai post- 
pone^ Indefinitely file conir. 

pletlm of its memory chip 
pla^t ht Dunfermline, cen- 
tral Scotland, blaming over- 
capacity in the market and 


sharp falls in prices. A prime 
reason was the difficulty 
Hyun dai bas had raising 
Overseas capital because of 
its poor credit ratings. The 
rating for Hyundai Electron- 
ic's OS subsidiary was 
recently downgraded by 
Standard & Poor's, the US 
credit agency, to B, five 
. notches below investment 
grade. 

Hyundai has sought to 
save the Scottish project 
through a joint venture with 
other chipmakers and it 
expressed hope yesterday 
that a partner might st21 be 


found. It is understood to 
have talked to a number of 
companies, including 
Phillips and Motorola. 

The problems of the mem- 
ory chip market were under- 
lined last week by the 
announcement firom Siemens 
that it was dosing its semi- 
conductor plant in 
north-east England only two 
years after it had opened. 

Hyundai iw* already aban- 
doned {dans to produce 64- 
megabit memory chips at 

the Scottish plant because 
they would be out of date by 
the time the facility began- 


operation. Instead, it will 
-focus, an the production of 
next-generation 256-megabit 
chips. 

Intel refused yesterday to 
confirm that it had been 
talking to Hyundai about the 
Scottish plant though It said 
that it is designed to make 
memory chips while Intel 
specialises in microproces- 
sors, the central-processor of 
personal computers. But it 
acknowledged that the Dun- 
fermline plant, whose struc- 
ture is largely complete, 
could be adapted to a differ- 
ent type of production. 


Intel has held discussions 
with- all three of South 
Korea's troubled chipmakers 
on possible capital invest- 
ments In overseas projects, 
but none of the negotiations 
have so far proved success- 
ful because of differences 
over price and ownership 
.control. 

Rachel Squire, a Dunferm- 
line Labour MP, said hopes 
' were fading for opening the 
plant. “This is a great 
shame, but I think it is now 
time to face the realities. 
The semiconductor Industry 
is a very volatile one and 


given that and the difficul- 
ties faced by companies to 
Asia we have to face the 
task of finding another use 
for the empty plant." she 
said. 

Locate in Scotland, the 
agency which attracted 
Hyundai to Scotland, said it 
remained optimistic. Neil 
Martin, head of semi- 
conductor*, said; “We have a 
state-of-the-art site and a 
fully trained workforce. This 
type of technology is very 
expensive and a joint ven- 
ture Is the only way to do 
it" 


Aimed opponents 
ofi peace accord 
elide pursuers 

a series of attacks, officials think the 
<away republicans may be forming 
ices. John Murray Brown reports 


iturday’s bomb attack 
the small Northern 
/Ireland market town of 
bridge was evidence of a 
-found strength in the 
claimed “real IRA". 

! attack - using a 240kg 
l bomb left in a busy shop- 
area - signalled a new 
atdonal capability within 
group. The “real IRA" 
i the April peace agree- 
at accepted by the main- 
i Irish Republican 
and Sinn F6iru its 
ideal wing. 

There had been signs that 
(the Garda, the Republic of 
(Ireland police force, was on 
top of the problem. There 
had been a significant bomb 
seizure in Howth, north of 
Dublin, and several bombing 
missions had been inter- 
cepted. Police had also had a 
Shoot-out with raiders at a 
hotel south of Dublin, in 
which one gang mpmhpr was 
shot- There were suggestions 
that the mainstream IRA 
might even be tipping off the 
Irish authorities. 

The Garda remain confi- 
dent they know the Identity 
of the main organiser - a' 
former IRA quartermaster 
linked with Bernadette 
McKevitt, sister of Bobby 
Sands, the IRA. hunger, 
striker. Sands died in prison 


in 1381 and became an IRA 
folk hero. 

Ms Sands denies her politi- 
cal group - the self-styled 32 
County Sovereignty Commit- 
tee, which demands immedi- 
ate Irish unity and an end to 
British rule - has any links 
with the “real IRA". But she 
does not hide her contempt 
for the Sinn F6m peace strat- 
egy- 

1 cant see what they are 
doing as being compatible 
with what Bobby died for," 
She says, tracing the history 
of the struggle from Bloody 
Sunday, when dvfl liberties 
protesters .were shot dead by 
British soldiers, to the far- 
mer policy of internment, to 
her brother’s death, which 
inspired a generation of' 
republicans. 

But a bigger worry far the 
security forces is the grow- 
ing evidence that the “real 
IRA", while recruiting dis- 
gruntled IRA members, may 
also be linking more for- 
mally with the Continuity 
IRA and the Irish National 
Liberation Army - both of 
which believe any settle- 
ment which implicitly 
accepts Irish partition and 
the re-establishment of a 
Northern. Ireland parliament 
is a betrayal of republican 
principles. . 
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The continuing 
threat means a 
heavy security 
presence Is likely 
to be maintained 
in the border area 


The INLA is linked to the 
Irish Republican Socialist 
party..' 

The 1 '; continuing threat 
means the UK government is 


likely to have to maintain a 
heavy security presence to 
the border area although 
some frontier checkpoints - 
winch police say were never 
an effective Intelligence tool 
- will continue to be disman- 
tled. 

B ut once the Northern 
Ireland assembly has 
opened, the UK govern- 
ment is expected to give the 
go-ahead far a more robust 
security response by the 
army and the police. 

Any dissident action has 
the capacity to embarrass 
-the Sinn F6to leadership and 
to provide encouragement to 


republicans who have mis- 
givings about the accord. In 
addition, Sinn Fein’s obsti- 
nate refusal to enridemn the 
Banbridge attack has added 
to unionist unease- 
Gerry Adams, the Sinn 
Ffein president, said yester- 
day “the war will be over 
when all those engaged in 
war - and some are still 
engaging in war - stop". He 
was responding to calls to 
declare the war was over 
from David Ervlne, a leading 
spokesman for the Progres- 
sive Unionist party, the 
small political wing of the 
outlawed Ulster Volunteer 
Force. • 


Central bank faces tough interest rates call 


By Richard Adams In Lomton 

The monetary policy 
committee of the Bank of 
England, tie UK central 
bank, will face a difficult 
decision today when it meets 
to fix interest rates. Official 
figures yerterday showed 
growth in manufacturing 
and services was not as 
weak as' previous, data 
suggested. 

Expectations are divided 
over wheher rates will be 


facreased from ?-5 per cent, 
or left on hold. The official 
figures showed the manufac- 
turing sector grew fraction- 
ally In the second quarter 
after falling to the previous 
two. Analysts expect this 
emergence from technical 
recession to be short lived. 

The Office for National 
Statistics said manufactur- 
ing output in the three 
nrnntfrs to June was oi per 
cent up on the- previous 
three months. It revised up 


its estimates of output In 
April and May. In June 
alone factory output was 
flat - 

Michael Saunders of Salo- 
mon Smith Barney invest- 
ment bank - one of the few 
City of London analysts pre- 
dicting a rate rise today - 
said the revisions brought 
the official data Into line 
with past survey evidence 
which has been more posi- 
tive. 

He said the revised data 


suggested growth in the 
whole economy during the 
second quarter could also he 
revised up. from IL5 per cent 
to 0.8 per cent 
But the National Institute 
of Economic and Social 
Research said there was not 
likely to be any "sharp revi- 
sion" to the growth estimate. 
The NIESR's latest projec- 
tion of growth to the three 
months to July is just 0A per 
cent “The estimates confirm 
the view that the economy is 


growing at or just under 2 
per cent per annum and do 
not indicate that a recession 
has started," the NIESR said- 
. • Manufacturers have been 
increasingly vocal about 
interest rates, saying that 
the slowing economy has put 
many companies under pres- 
sure. But yesterday’s figures 
may mean that the worst is 
yet to come for their sector. 


Samuel Britten,. Page 14 
Editorial Comment, Page 15 


G8 fears 2000 bomb impact on poor nations 


By Chtid^er ftfcei to London 

The abiity of developing 
countrie to tackle the year 
2000 computer problem has 
emergec as a prime concern 
among he leading fadurtrial 
nati on* 

Ther is particular con- 
cern -among officials of the 
GrouprfEigbt and the Euro- 
pean Commission - about 
the porer countries’ nuclear 
indusries. 


Confidential minutes of a 
m oo tin g in London hr June, 
a month after the G8 summit 
in England, also reveal wor- 
ries over the shortage of 
skilled labour to reprogram 
the milli ons of older comput- 
ers worldwide unable to 
recognise the 2000 year date 
change. 

But a request from the UK 
for other countries to copy 
its example, by donating - 
£10m ($16;5m) to the World 


Bank to assist developing 
countries, was rejected by 
Germany and appeared to go 
unheeded by the other GS 
Of firials. 

The UK. winch chaired the 
meeting, produced a report 
on the global readiness of 
governments and businesses 
to tackle the “millennium 
bomb".. It found that while 
big companies and organisa- 
tions to the developed world 
appeared to be aware of the 


situation, smaller bumnesses 
were less well prepared. The 
problem was more, acute to 
the developing world, where' 
“little was happening**, the 
report said. 

It added that governments 
“generally underestimated 
the amount of remedial work 
required". 

The report highlighted the 
ted; of preparations hi India 
and Pakistan, eastern 
Europe and south and cen- 


tral America. The global 
nuclear and defence indus- 
tries were in need of careful 
monitoring. The report said 
satisfactory steps were being 
taken to make sure the inter- 
national transport, telecom- 
munications. finance and 
energy markets would be 
compliant 

Details of the meeting 
appeared in today’s Com- 
puter Weekly, a UK trade 
publication. 


Asian car 

groups 

attack 

‘grey’ 

imports 

By John Griffiths to London 


Official importers of 
Mitsubishi, Subaru and 
other Japanese and Asian- 
produced vehicles are taking 
vigorous action to protect 
their businesses against a 
rising tide of cheap “grey" 
car imports to the UK. Such 
imports are expected to total 
more than GOjOOO this year as 
the result of Far East cur- 
rency depredation. 

Grey imports accounted 
for about 30.000 of the UK’s 
2m new car sales last year 
but official registration sta- 
tistics show that they have 
been running at more than 
double this rate during the 
current year. 

International Motors, 
which controls the Subaru. 
Isuzu and Ssangyong import 
franchises, has already 
sacked one Subaru dealer 
group for bringing in such 
imports - but is now facing 
the creation of a 20-strong 
“alternative" servicing net- 
work by the group, David 
Hendry Cars. 

Mitsubishi Motors, which 
sold 23JX0 cars in the UK 
last year and which is also 
being hit badly, by the 
imports, has told ail its deal- 
ers to impose sharp 
increases in the price of 
INcrts and' servicing -to any- 
one bringing in unofficially- 
imported cars for repair. 

“We should continue to be 
incredibly polite to custom- 
ers who buy spurious 
vehicles, but charge them 
for the privilege of ignoring 
our contractual rights as the 
sole UK importer." the com- 
pany has said in a confiden- 
tial letter to dealers. 

Mitsubishi. International 
Motors, Mazda Cars and 
other “official" importers are 
iwnjug warnings that many 
of the cars imported may not 
com ply with European 
safety or environmental 
standards - and that while 
cars may appear similar to 
officially" imported models, 
mechanical specification 
may vary, making replace- 
ment parts difficult or very 
expensive to obtain. 

The warnings are being 
rejected as exaggerated by 
independent traders han- 
dling the grey imports. 

But the official importers’ 
stance is being backed for- 
mally by the Retail Motor 
Industry Federation, repre- 
senting most of the UK’s 
franchised retail m'otor 
trade. “A large proportion of 
these cars come from Japan 
where cars may appear iden- 
tical to UK specified cars, 
but the differences will 
almost always lie under the 
bonnet," it said. 


NEWS DIGEST 


EXECUTIVE PAY 


Top directors average 17% 
increase in remuneration 

Senior directors in the UK’s 350 biggest feted companies 
have enjoyed average increases of 17.8 per cent in their 
remuneration packages during the past financial year, 
according to a survey. The median improvement In total 
remuneration was 10.6 per cent, says the annual study by 
Incomes Data Services in association with Arthur Ander- 
sen, the consultants. Basic median pay rises totalled 9.1 
per cent for chief executives with an 11.8 par cent average 
growth. Nearly one in 10 chief executives received basic 
salary increases of 25 per cent or more. As many as 49 of 
the nearly 2.000 directors survey each received more than 
£1m ($l.6rrtf in total remuneration. 

Trade union leaders reacted angrity. “These figures wSI 
reignite the whole debate over fat-cat boardroom salaries,* 
said John Edmonds, the GMB union's general secretary, 
yesterday. “How can low-paid workers in the pubBc sector 
be expected to settle for a meagre 3 per cent when irre- 
sponsible employers are taking more than three times that 
amount and then lecturing their workforces on the wisdom 
of low pay? Hypocrisy Is alive and wen in British board- 
rooms." 

Annual bonus pay and Individual incentive schemes are 
giving an extra and substantial boost to chief executive 
salary packages. The figures reveal the median value of 
ann ual b onuses Is particularly high for senior executives in 
the FTSE top 100 companies, totalling over £143,000 for 
chief executives. Robert Taylor, London 

SOCCER ‘SUPER LEAGUE* 


Top clubs confirm approaches 

Manchester United and Arsenal yesterday ended two 
weeks of denials and prevarication by confirming that they 
had both received approaches about joining a new mid- 
week European soccer “super league”. But England's two 
top clubs stressed their continuing commitment to the 
Premier League and domestic competitions. They also 
promised not to make any decision without consulting the 
sport's authorities first Their statements, echoed by similar 
comments from Ajax in the Netherlands, followed weeks of 
speculation. The planned competition, which would oper- 
ate independently of Uefa, European soccer's governing 
body, has been presented to Europe's top clubs by Media 
Partners, a Milan-based marketing consultancy. 

Some observers believe the big dubs in England and on 
the continent are only using the threat of a breakaway 
league to put pressure on Uefa to give them more control 
over the Champions League and a bigger share of its rev- 
enues. Yesterday, Alex Ferguson, manager of Manchester 
United; said he befleved a super league was still “10 years 
away". Patrick Harverson, London 
Super League, Page 18 


COASTAL EROSION 

Abandon land f say MPs 
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The government should 
admit defeat in the battle 
against coastal erosion and 
abandon low-fying farmland 
to the sea, the agriculture 
committee of the House of 
Commons said yesterday. It 
urged the government “to 
seek a peaceful accommo- 
dation" with the sea rather 
than spend large sums of 
money on defences that 
often cause more problems 
than they solve. The report 
was criticised by farmers and 
sipported by environmental 
groups The committee said 
that given the forecast rise in 
sea level and the age of the 
existing defences, the cur- 
rent practice was unsustain- 
able. “It is far better to anticipate and plan a policy of 
managed realignment than to suffer the consequences of a 
deluded belief that we can maintain indefinitely an 
unbreechabie Maginot Line of towering sea walls and flood 
defences." it said. 

Although the threatened land is often of high quality, the 
MPs said Britain no longer needed to be self-sufficient in 
food and was spending heavily on encouraging overpro- 
duction. David Wighton and Maggie Uny, London 


LANDSCAPE SALE 

Appeal launched for mountain 

The National Trust, a charity that owns some of the finest 
historic houses and landscapes in England and Wales, 
yesterday launched a £4m ($6.6m) appeal to save Mount 
Snowdon in north Wales, part of which has beer put on 
sale. Snowdon, at 1,085m, is the highest peak in the UK 
outside Scotland. The trust’s offer of “over £3m" - the 
highest of the four final bids - is thought to be the most 
paid for a piece of open countryside in the trust's 103-year 
history. Sir Anthony Hopkins, the Wetsh-bom film actor, 
has beer appointed president of the appeal 
"We now have 100 days to raise the funds," he said. 
“There is no tone to lose and every contribution will count 
Snowdon is an important part of our Welsh heritage. 
Together we must ensure its future for everyone to 
enjoy.” Juliette Jowtt, Birmingham 


Firmer minister explains how to pay for the future 
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Welfare reformer Frank Field gave the 
Filanciaf Times his first interview since 
a reigning from the government. Liam 
j-alligan and Robert Peston spoke to 
h'm about the creaking, pensions system 

announcement last 
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—rank Field, the minister 
^-for welfare reform 

J appointed last year to 
' think the unthinkable , 
resigned from th* govern- 
ment last vneek. 

He quit at the same time 
as Harriet Harman, his 
immediate boss, was sacked 
by Tony Blair, the prime 
minister, from the cabinet 
post of ciief social security 
minister fe. a reshuffle- 
Mr Fie'd’s pension propos- 
als, cunently being costed 
by the gwernmen* actuary^ 
•l> departnent, have already 
’ pnsented to ministers. 

He tdd the FT that the 
government has In f®®** 
made he decision to intro- 
duce asystem of compulsory 
saving for second penstans- 


The 

month by. Gordon Brown, 

. chancellor of the exchequer,. 
Of a mtotomm income guar- 
antee for pensioners meant 
the contentious issue had 
been “settled", he added. 

. This pre-emptive strike, 
ahead of a government dis- 
cussion paper an pensions, 
may further Infuriate minis- 
ters who have been cam- 
paigning to undermine Mr 
Field’s credibility. 

His latest thoughts repre- 
sent a significant develop- 
ment o& Hoie to Pay for the 
Future - the influential 
paper he wrote In opposition 
- calling for the refinancing 
of the state health service 
from individual contribu- 
tions, . “commensurate" 


income tax cats and the 
establishment of state-con- 
trolled pension institutions. 

A state pension has 
existed for several genera- 
tions fitoded through what 
is, essentially, a tax on cur- 
rent employers and employ- 
ees. But the age profile of 
the population means that 
the cost of this pension does 
riot appear sustainable. Mr 
Blair gave Mr Field the 
“unthinkable” mission of 
coming up with an alterna- 
tive. 

• Mr Field said his views 
had changed considerably 
since the Labour party took 
power in May last year - a 
result of "being in office and 
of submissions from the pen- 
sions industry. “Although I 
was appointed to think the 
unthinkable, a lot of that 
was done before the election 
and has already become 
mainstream Labour party 
policy/" he said. He was 
referring to his 1933 pam- 
phlet calling for universal 





second pensions, with a sig- 
nificant increase in private 
sector coverage. 

This year he has devised a 
less ambitious scheme 
involving a partnership 
between government and 

new mutual providers. 

Universal "stakeholder" 
second-tier pensions would 
be provided, he said, partly 
on the current pay-as-you-go 
(PAYG) basis, and partly 
from policyholders’ comp- 
ulsory contributions to 
funded investment-linked 
schemes . . 

“Each person should have 
their individual funded pot, 
but there's a lot of sense in 
splitting risks between 
PAYG and funded.” he said, 
underlining the importance 
of counterbalancing asset 
price cycles which could 
undermine wholly-funded 
compulsory pensions. 

Labour's “radical intent 
should be judged on whether 
they introduce a stakeholder 
pension scheme", be said. 


IBs hybrid scheme - involv- 
ing mandatory income-re- 
lated contributions for those 
in work and flat-rate pay- 
ments for the self-employed 
- would offer a “modest" 
pension guarantee. 

“It should be grand 
enough to make a major dif- 
ference to the poor, but not 
so grand that it starts to 
undermine other forms of 
pension provision." he said. 
“We might be thinking, in 
current terms, of twice the 
oUtage retirement pension." 

The regulatory problems 
that have bedevilled the pen- 
sions industry would disap- 
pear, Mr Field argued, 
because there would only be 
a single stakeholder product 
with investment strategies 
developed collectively by 
groups of providers. 

But he is not prepared to 
countenance the manage- 
ment of the new scheme by 
private sector providers, 
which are still suffering crit- 
icism for mis-selling pen- 
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Frank Ftekfc less scope far reforming, but more opportunities tor thinking 


Ashley Ashwood 


sions in the late 1980s and 
early 1990s. 

Only mutual groups would 
be allowed to manage the 
new funds, but he envisages 
big private sector companies 
such as Prudential and 
Legal & General setting up 
new mutual offshoots to win 
business, as would trade 

imimw 

“You invite industry play- 
ers to become approved sup- 


pliers by creating their own 
mutuals." he said. “Once 
they have that badge of 
approval, it’s in their inter- 
ests to run the best scheme 
they can” and then cross-sell 
other products from the par- 
ent company. 

Mr Field says the govern- 
ment would lay down maxi- 
mum charges, insist profits 
are channelled into divi- 
dends, and forbid transfers 


of funds to the parent com- 
pany from its mutual aim. 

He said the rate of compul- 
sory contributions - "cer- 
tainly wen below 3 per cent" 
- would be decided by actu- 
aries. “Given their natural 
conservatism, the chances 
are you would soon have a 
surplus building up, which 
could either be used far pen- 
sion rises or contribution 
cuts." 
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BANKAMERICA HELPED CLIENTS RAISE OVER $330 
DEBT CAPITAL IN THE FIRST SIX MONTHS OF 1998. 



It's been a banner year for BankAmerica. Our global expertise, complete* range of products and services, industry knowledge, and powerful, capital 
resources have enabled our clients to sustain the momentum they need to grow. Looking forward, our pending merger with NationsBank will create 
even more promise for our clients. 


REPRESENTATIVE 1998 TRANSACTIONS 
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$242.24 BILLION 
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INVESTMENT GRADE 
$2 8.62 BILLION 
78 ISSUES 
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LEVERAGED FINANCE** 
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assetbacked 

SECURITIES 
$11.82 BILLION 
18 ISSUES 


asset securitization 

$5.60 BILLION 
43 TRANSACTIONS 


INTERNATIONAL CAPITAL 
RAISING" 
$10.74 BILLION 
19 TRANSACTIONS 
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HIGH YIELD 
$5.98 BILLION 
28 TRANSACTIONS 
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PRIVATE PLACEMENTS 
BILLION 

119-SOLE/LEAD MANAGED 
TRANSACTIONS 


MUNICIPAL SECURITIES - 
TAX EXEMPT BONDS 
$4.43 BILLION 
110 TRANSACTIONS. 
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JUST A GLIMPSE OF 


WHAT'S TO COME. 


NATIONSBANC MONTGOMERY SECURITIES COMPLETED MORE THAN $335 BILLION 
OF DEBT, EQUITY & ADVISORY TRANSACTIONS' IN THE FIRST HALF OF 1998. 

ft's been a record-setting year for NafionsBanc Montgomery Securities. We've raised more capital to fuel' the growth of our clients than ever before*, because 
of our focused industry strategy, comprehensive array of products and services, and the capital resources of one of the largest bank holding companies in the 
United States. And after our pending merger with BankAmerica + we'll be able to accomplish even more for our clients. 


SELECTED 1998 TRANSACTIONS 

IPOs 

$4.7 BILLION 
38 TRANSACTIONS 
11 LEAD MANAGED 


FOLLOW-ONs 
$10.3 BILLION 
54 TRANSACTIONS 
15 LEAD MANAGED 


CONVERTIBLE SECURITIES 
$3.3 BILLION 
16 TRANSACTIONS 


HIGH YIELD 
$19.1 BILLION 
90 TRANSACTIONS 
19 LEAD MANAGED 


MERGERS & ACQUISITIONS 
$34.2 BILLION 
47 TRANSACTIONS 


CupSxar Broadcasting 


$589,000/000 

Class A Common Stock 
Co-Mana ge r 



© 

EXODUS 


$77,625,000 

Caramon Stock 
Co-Manager 


u 


$110,400,000 

Common Slock 
Lead Manager 



Da Dor Tree Scores. Inc. 


$250,990,000 

Common Stock 
Lead Manager 


llrnlllit arv Financial 


$161,000,000 

Common Stock 
Load Manager 


Intuit 


$473,750,000 

Common Stock 
Co-Manager 


•Corrected Car duplication across tnumctioa categories. 
‘Camparathra results through June 30, 1997" sad 1998. 





$ 149,880,000 

Common Stock 
Lead Manager 


smcnQN 


i3f* 

RC 


.Hutrimson 

THWOQGY • 

.... 

SERViCO 


$100,000,000 

Convertible Subordinated 
Notes 

Lead Manoger 


$115,000,000 

Convertible Subordinated 
Notes 

Joint Lead Manager 


$150,000,000 

Convertible Subordinated 
Notes 

lead Manager 

- ■ 

$175,000,000 

Convertible Redeemable 
- Equity Structured Trust 
Securities [CRESTS) 

Sole Manager 



WinStarO 


$ 200 , 000,000 

Senior Cumulative 
Convertible Pr ef erred 
Stock 

Co-Manager 


BREED' 




ME * TEL 


sea containers ltd. 


■ VilfPOlKT STtYCNf 1MC. 

$330,000,000 

Senior Subordinated 

Nates - 144A 
lead Manager 


$200,000,000 

Senior Subordinated 

Notes -H4A 

Sole Manoger 


$1,000,000,000 

Senior Discounted Nates - 
144A 

Co-Manager 


$150,000,000 

Senior Notes -144A 
lead Manager 


$1,000,000,000 

Senior Notes - 144A 

Joint Lead Manager 






Paul G. Allen 


the limited, fnc 


National City 


A 


SIEBEL 

$2,775,000,000 

has acquired Marcus 

Cable Co. LP. 

Common Stock 


$ 1,83 1 ,000,000 

has split-off its 84% 
interest in Abercrombie & 
Rich Co. 


$ 7,1 00,000,000 . 

has acquired first of 
America Bank Corporation 
Common Stock Acquisition 


$245,000,000 

has been acquired by 
AXENT Technologies, (nc 


$415/400,000 

has ocquired Scopus 
Technology, Inc. 


INDUSTRY SPECIALTY GROUPS: BEVERAGE5/BOTTUNG • BUSINESS SERVICES • CONSUMER PRODUCTS • ENERGY & NATURAL RESOURCES • FINANCIAL SERVICES - FOOD & AGRIBUSINESS 
HEALTHCARE • INDUSTRIAL GROWTH • LODGING & RESTAURANTS • AIEWA/THJECOMMUNICATIONS • REAL ESTATE. • RETAIL * SPORTS •TECHNOLOGY • TEXTILES & APPAREL 
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MANAGEMENT & TE CHNOL OGY 


INFORMATION TECHNOLOGY ELECTRONIC COMMERCE 


At last: a DIY web 


store kit in a box 


Simple, inexpensive programs that eliminate the 
headaches and frustrations of building a web 
store are now on the market, writes Geoff Naim 


In an age of international 
brands and chain stores, 
Europe's smaller retailers 
have a hard time standing out on 
the high street. In cyberspace, 
however, a new generation of 
cheap and simple e-commerce 
software is levelling the playing 
field for smaller companies. 

According to Datamonitor. a 
UK-based consultancy, the west- 
ern European market for com- 
merce software is poised to grow 
dramatically from $50m in 1997 to 
$2S5m In 2002. 

For once, the European soft- 
ware industry is well-placed to 
capitalise on this burgeoning 
market because of the intricacies 
of writing software to cope with 
diverse languages, currencies 
and payment methods. 

Germany's Intershop helped 
pioneer the market and the latest 
version of its software, Intershop 
3, is offered in German. French, 
Norwegian and English versions. 
It has “point-and-click" features 
to allow inexperienced retailers 
to create a virtual storefront eas- 


70 per cent of the cost of an 


can thus easily cost $20,000 while 
sophisticated sites can cost 10 
times as much. 

“If you are worried about 
spending $20,000 then you simply 
are not in the game." says Craig 
Danuloff. president and. chief 
executive of US software house 
iCat. His company's high-end 
software powers many sophisti- 



‘Wftat software is 
available to enable 
businesses to set up 
and run their internet 
shopping sites ? 1 


browseable catalogue, “shopping 
cart”, and credit card handling in 
only 3Q minutes, ICat claims. 

“It provides everything you 
need to create an electronic store- 
front In a shrink-wrapped box," 
says Mr Danuloff. The "shcp-in-a- 


nesses if their online catalogue 
has 10 items or less. For li to 60 
items, the price is $50 a month 
and rises in tiers thereafter. 

Mr Danuloff hopes once compa- 
nies have taken their first tenta- 
tive steps with the free service, 
they win want to expand their 
online catalogue beyond the 10- 
item limit, which is when iCat 
starts mairing money. 

"Once they start getting 3 to 5 
per cent of revenues from the 
internet, they do not want to lose 
that new revenue stream," he 
says. He aims to attract 100,000 
companies in the next 12 months 
and hopes up to four out of every 
10 will upgrade to the paid ser- 
vice. 

The company is bringing Com- 
merce Online to Europe. A UK 
version, is planned for September 
ari d software is being translated, 
into German and French. 

IBM's HomePage Creator is 
similar to the iCat service. A 



online store can be spent on 
"plumbing" the web site into • box" software is free to US busi- 
existlng order and payment 
systems. A basic internet store 



ily. 

The software costs $5,000. 
although the licence drops to 
around $1,000 if the store is "co- 
hosted" on a computer with other 
stores - an arrangement used by 
online malls. 

Ambit Consulting, a small Bar- 
celona-based company, has devel- 
oped commerce software for the 
booming Spanish-speaking inter- 
net market Us WebShop product 
allows retailers to mount a vir- 
tual store from just Pta 15,000 
($100) a month. Traditionally. 
e-commerce sites have beet) built 
using expensive software and 
consultants. The licence fee is 
just the tip of the iceberg as up to 


cated web stores, such as the 
France 98 World Cup online mer- 
chandise store, which received 
up to 1.3m hits a day. 

But most retailers have man 
modest ambitions. They lack the 
budget and expertise needed for 
traditional commerce software 
but would nevertheless like to 
test the e-commerce waters. 

This year. iCat launched a 
product. Commerce Online, to 
reach this market. It allows a 
basic online store to be created 
and hosted free on iCat's site. 
The software allows inexperi- 
enced users to create an internet 
store with features such as a 


monthly foe lets companies use 
the store builder software and 
host their stores on an IBM site 
The service will also register a 
domain name if the retailer does 
not have one, and it will fist the 
site with 20 popular search 
engh-iBK so that web surfers can 
easily find It 

In the UK, pricing starts from 
£15 a month for up to 12 items. 
The software supports 13 lan- 
guages and 17 currencies and has 
ready-made "templates” to allow 
non-programmers to create a 
basic store. 

One recent customer is the 
four-man Scottish Craft Brewers 
Co-operative in the tiny hamlet of 


Lugton, west Scotland. Using the 
internet and the IBM program, 
the cooperative can now handle 
orders from bear fans around. the 
world. 

"The web is an ideal medium 
for the cooperative to sell to new 
audiences at nominal cost," says 
Chris Lynas, director of the co- 
operative, which gets around 20 
or 30 orders a week at its web 
store (www.lugtoa.co.uk). Mr 
Lynas admits the Lugton co-oper- 
ative is unlikely to win any 
prizes for its web site design. “It 
Is not bad considering we did it 
ourselves," he says. The site does 
its job and, crucially, needs no 


technical expertise to boQd or. 
maintain. 

One advantage of the IBM soft- 
ware is its built-in payment han- 
dling. The co-operative's first 
web store - built cheaply by an 
inexpert programmer - was not a 
success. Mr Lynas blames this 
partly on its poor payment han- 
dling. Credit card details were 
not encrypted. Few visitors 
placed orders. 

With the co-operative's new 
site, card details are encrypted 
and IBM has designed the service 
so that transactions are passed 
directly to a third party for 
authorisation. The retailer never 


.sees the pard details and is told 
only whether the transactkm is 
authorised or not The -payment 
processor. Cambridge-based Net- 
Baux, takes a percentage of each 
card transaction and pays the 
retailer directly. 

Another product designed to 
simplify e-commerce is the Store- 
Builder program from US vendor 
Mercantac, which costs only S99 
and is an add-on for Microsoft’s 
Frontpage web site software. 

■ Professional web site develop- 
ers play down the threat posed 
by these entrants. “These is no 
way you. can have a sophisticated 
site in a product costing $99," 


says Mark Steven. - managing 
director of Citygate. a UK-based 
e-commerce consultancy. It hua 
developed 22 commerce sites and 
its prices start at about £10,000- 

But web site sophistication is 
not a high priority at the Scottish 
Craft Brewers Co-operative nr 
many smaller companies taking 
their first steps in e-commercc. 

“My knowledge of computers is 
pretty limited but even I can use 
the software. A lot of people will 
be attracted by the ease of use of 
these products," says Mr Lynas. 

This is port of a conttnuim / 
wH/cly series. 


MANAGEMENT JAPAN’S CORPORATE ENTERTAINMENT 

Presents become a 
thing of the past 


Many business customs can no longer be taken 
for granted, writes Michryo Nakamoto 


m 


I The Japanese love to give 
I each other gifts. Summer 
is one of two peak times 
in the year when individuals and 
businesses exchange packages of 
fancy sweets, drinks and fruit in 
a practice aimed at ensuring 
smooth relations for the rest of 
the year. The other is winter. 

Large corporations spend tens 
of millions of yen on these gifts. 
Although the practice has now 
faded, it was not un usual in tbe 
past for different divisions in the 
same company to send each other 

gifts. 

This year, however, a notable 
change has occurred. Corporate 
gift Siring has come under strong 
criticism among the Japanese 
public and businesses are reas- 
sessing the practice. 

Companies including Nissan, 
Japan's second-biggest car 
maker. Seiyu. an important 
supermarket operator, and Tokyo 
Mitsubishi Bank have banned 
gift -giving altogether. Others are 
reviewing the practice. 

The decision to curb corporate 
gift-giving is part of a general 
trend among Japanese compa- 
nies. As competition intensifies 
both in the domestic market and 
internationally, they are finding 
practices long taken for granted 
- including lifetime employment 
and seniority-based pay - are not 
necessarily serving them well. 

Corporate entertainment has 
been widely criticised for raising 
the cost of everything from golf 
course green fees to top-quality 
restaurant bills. A series of 
recent scandals, involving the 
excessive wining and dining of 
public officials by financial Insti- 
tutions. has also given corporate 
hospitality a bad image. Bureau- 
crats in the finance ministry, 
trade ministry and even the cen- 
tral hank were found to have 
been lavishly entertained by the 
institutions they were supposed 
to be supervising. 

Perhaps more significantly, the 
trend reflects a growing eager- 
ness among Japanese companies 
to adopt western - particularly 
American - standards of corpo- 
rate behaviour. This includes cor- 
porate hospitality*, an area where 
foreign - again, particularly us - 
companies have much stricter 
rules or conduct. 

Nissan's decision to ban gift- 
giving in principle and to set 
strict rules about what Is accept- 
able in terms of offering and 
receiving corporate hospitality 
stems from a perceived need to 
bring corporate practices in line 
with those in the west 

"We decided that in our busi- 
ness deals we have to adopt an 
American standard," explains 
Itaru Koeda. managing director 
of Nissan’s purchasing group. 

For example, procurement deci- 
sions should be based on what is 


best for the business, rather than 
on personal relationships. “We 
want to do fair business," he 
says. 

Mr Koeda admits that Nissan 
buys parts from certain suppliers 
with which it has had a 
long-term business relationship 
even if those parts are not the 
most cost-competitive. "We share 
our fate. We develop products 
together, there is a lot of .confi- 
dential information we share.” he 
says. 

But he adds that “we don’t 
want any situation in which it 

'If you get 
personally close to 
your supplier, it is 
difficult to say no 
to a deal’ 


could be said that one reason 
why a particular company gets 
business [from Nissan! is because 
of the close relationship" 
between a particular Nissan 
employee and a supplier. 

Many Japanese business execu- 
tives continue to argue that cor- 
porate entertaining is necessary 
to get to know those they do 
business with. Critics point out 
however, that it is not the enter- 
taining itself that is the problem 
but the particular difficulty Japa- 
nese society has in drawing a 
clear line between *h« kind of 
entertaining and strictly business 
matters. 

"IT you get personally close to 
your supplier, it is human nature 
to find it difficult to say *no’ to a 
deal," Mr Koeda says. That 


applies not only to the procure- 
ment division but to staff in the 
design department who have tre- 
mendous say about what kind of 
components will be used in a par- 
ticular vehicle, and those in the 
manufacturing division who will 
choose the machinery to build 
the cars. Particularly in the Japa- 
nese business community, where 
the decision-making process is 
often opaque, there is greater 
room for personal relationships 
to affect decisions. 

■ “The Japanese are not very 
gDOd at matting thing * explicit. 
People rely on having a tacit 
understanding with others," says 
Takeshi Inoue, senior vice- 
president of the Boston Consult- 
ing Group in Tokyo. *7t is almost 
like they put the information on 
the process of decision-making 
into a black box." 

That lack of transparency will 
not change overnight In a poll 
conducted earlier this s ummer by 
Mainichi Shimbtm, a national 
daily newspaper, several compa- 
nies indicated strongly that they 
consider gift-giving and wining 
and dining important to their 
businesses. 

Nippon Light Metal, for exam- 
ple, an integrated aluminium pro- 
ducer, remarked that “ent- 
ertaining is part of Japanese cul- 
ture". 

But there are signs of change. 
More than 70 per cent of compa- 
nies surveyed in the pall said 
that gift-giving and entertaining 
were becoming unnecessary, 
while more than GO per cent have 
drawn up in-house rules an such 
practices. 

Mr Koeda believes greater 
exposure to western practices is 
changing attitudes. "Japanese 
companies are increasingly 
staffed with people who have 
lived abroad, so I think the Jap- 
anese standard is disappearing.” 
he says. 


r. 
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TECHNOLOGY WORTH WATCHING 



Satellites offer new light on 


New York’s rain-washed weekends 


On the US east coast rabrfaB la higfrBr on Saturday* 


Hutton Deutsch 


The weattwrmaByk worse at 
weekends. Research published 
in Nature, the scientific journal, 
today appear* to comfrm 
something most of us have 
suspected for e long time. 

On the US east coast, 

, according to satellite 
measurements recorded 
between 1979 and 1995, rainfall 
is about 20 per cent higher on 
. Saturdays than it is Mondays 
to Thursdays, with Fridays in 
between. Randall Cerveny, who 
conducted the research at 
Arizona State University, says 
there is dearly* weekly cycle 
In rmnfalL : . 

“Saturday rainfall averaged 
658mm a year, white Mondays 
averaged ©ribr 538mm. This Is a 
significant difference: two to 
three Inches - that’s equivalent 
to the entire annual ratofaJl of 
Arizona.*’ Dir Cerveny says 
there is no known, nahwal, 
seven-day meteorological 
cycle. However, other weekly 
cycles were also observed in 
the wind speeds of coastal 
cyclones (significantly lower on 
Saturdays titan on Fridays),' • 
and the atmospheric levels of 
two common human pollutants, 
carbon monoxide and ozone. 

That two-weekly cycles 
appear to be correlated with 
pollution levels suggests that 
the most likely cause of the 
wet weekend phenomenon is 
urban air pollution, largely a 
consequence of car ermssfotia. 
A possible mechani s m for this 
might be as fofiows. 

During the course of each 
week, soDd particulates 
generated from tiie car 


IN BRIEF 


New concern over 
widespread use of 
germ-killing agents 

Concerns about the widespread 
use of germ-killing agents In 
consumer products may be 
prompted by research published 
in today's Nature, the science 
journal. 

Researchers at Tufts University 
School of Medicine In 
Massachusetts studied triclosan, 
a potent antibacterial and 
antifungal agent that Is widely 
used in antiseptic soaps, 
toothpastes, fabrics and plastics. 
They believe they have 
uncovered the first evidence that 
triclosan acts on a specific . 
bacterid target rather than as a 
non-specific "bfodde". This - 
opens up the possibility that the 
widespread use of fob type of 
drug might foster, the emergence 
of resistant strains of bacteria. 

The researchers' conclusion - 
that triclosan blocks the 
synthesis of lipids in E coE. a 


common bacterium - challenges 
the prevailing belief that - 
tridosan ’s action Is insufficiently 
specific to allow bacteria to 
become resistant to it 
Tufts University School of 
Medfcfrwr. US, tel 6T763667S4; 
fax 6176360458. 

Researchers put 
cheese on the map 

French researchers have 
developed an ultrasound sensor - 
that can test the torture and •' 
“holiness" of cheese at an earty . 
stage to to production. The. ... 

technique could cut the number 
of sub-standard cheeses by as 
much as a fifth,. 

- -The technique involves sending 
art ultrasound signal info the 
cheese and measuring the 
change ftvthe speed and - 
ampiitude.of the signal that 
emerges. 7fte result is to ^map" 
the cheese, locating end •/' 
quantifying detects. 

The technique was developed 
at lNRA, the French agricultural 


research institute, with a number 
of European partners. Axiom 
Technologies, a French 
manufacturer, expects to 
produce the first industrial 
prototype late next yieer. 

INRA: France, to} 3&473<6300. 

New moves on 
reducing friction 

A novel technique tor reducing 
friction in mechanical systems Is 
being developed at the Georgia 
Institute of Technology.'. 

- Its researchers found that 
rapidly changing the size of & 
lubricant-filled gap between two 
moving surfaces can significantly 
reduce the friction between them. 
The technique appears tb work 
fay preventing' the lubricant 
molecules from forming ordered 
layers. The researchers betieve ft 
might be possible to reduce 
friction by Inducing small ; 
amplication oscillations in 

devices such as magnetic disk 
drives. 

Georgia Institute of feeftwfogyr 


exhaifets 

eastern seaboard eccturariafte 
In the a tmo s pher e . These 
small, airborne particles reeefty 
absorb sunlight, ratsfng their' 
temperature and fhtf 
temperature of the surrounding 
air. The heated-air rffees, 
creating clouds and ; 
precipitation as It does so - 
just as storm clouds gather at 
the end of a hot day. - 

For people IMng to the UK, it 
is worth noting that the . . 
prevailing winds on tbtMXS 
east coast ere westerly. 
Pollution plumes are uSuafiy 
btownacrosstothemtd- 
Atlantte by the mfckto £f the 
week, and this to when 'the ' 
maximum levels of predpt- . 
tation are observed there. 

Could it be the weekend 
agate by the time the pollution 
reaches the UK? “The effect .. 
decreases with distance, but ft 
may be that our poCutioo is 
contributing to rainfall in Great 
Britain," says Dr Cerveny. 

the UK Meteorological Office 
te confident that US air 
pollution is residual by the time 
ft reaches the UK, though It is 
not sure if the UK’s pollution is 
contributing to wetter 
weekends. 

However, David Viner, senior 
research scientist at East 
Anglia University's climatic 
research unit, is more 
reassuring, "there is no 
evidence of such a thing 
happening In the UK," says Dr 
Viner. to the UK, it seems, ' 
every day is as wet as the next 

Tom Barlow 


US, tel 40489469$ ft http:!/ 
www.gtri.gatech.edu/rco.html 

Clinical trials for 
‘bioartrficiar liver 

A B WoartifictaI" fiver, based on 
pig liver cells, b set to go into 
late phase dirucal trials in the I 
a nd Eur ope over the next two 
months. 

The HepatAssfst Liver Suppc 
System to designed to support 
patients with acute liver failure, 
until a transplant organ can be 
found or their own Wvw r&covo, 

The system, which resembles 
dialysis machine, circulates the 
path's plasma through a 
cfirtndge containing thousands 
membranes surrounded by cic 
fiver ceils. 

Circe Biomedical is one of a 
Humber of companies 
foaeantmg the use of pig cells 
organs for humans.'- . 
Orce Biomedical: US. tei 
7818638720; fax 7818617936. 

Vanessa Houlder 
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THE ARTS 


CINEMA 


A space-age 


Martin Hoyle on an 

Bruce Willis rescuing 

to a generally quiet week 
Armageddon arrives with a 
bang. Innumerable bangs, in 
feet, not to mention crashes, 
crunches, shrieks and - 
almost - the last trump. 
Despite critical chortles at 
the sample shown at Cannes 
the film is not half tad: a 
Tumbostious, boys’ own yam 
of derring-do; an everyday 
story of Bruce Willis rescu- 
ing the earth from annihila- 
tion and making the world 
safe for the picturesquely 
poor and the postcard indus- 
try (endless shots of. the .'Rtf 
M a h al and striking mosques, 
lovable oldies and winsome 

children). 

Our planet is threatened 
by an approaching asteroid 

ARMAGEDDON 

Michael Bay 

ZERO EFFECT ■ " 

Jake Kasdan - 

TO HAVE AND TO HOLD 

John HOI coat 

THE ADVHsTTUFEs" OF 

ROBIN HOOD 

Martin Curtiz 


“the size of Texas". Advance' 
meteorites bombard New 
York as a foretaste: taxis are 
hurled through the air, sky- 
scrapers punctured, the 
Empire State Building is 
decapitated, skewering the 
streets beneath with its topp- 
ling pinnacle; and Cin-joke) a 
vendor of rubber Godzillas 
receives his contemptuous 
come-uppance. The parent 
asteroid will wipe out civilis- 
ation much as its predeces- 
sor exterminated the dino- 
saurs; "My God,” cries the 
leader of the greatest democ- 
racy on earth. "What do we 
do?” 


everyday story of 
the planet 

Cut to Bruce ■ Willis 
. playing golf cai an ml rig in 
the South -China ppgpjtp ' 
nearly blowing up the rig; 
(more bangs) he Is appar- 
ently the world’s greatest oil 
. driller, it stfl] comes a sur-- 
prise when he is whisked off 
to NASA "to save the world. 
“Six billion on the planet — 
why’d you guys call me?" he 
demands, tairtwg - the words 
out of the audience’s mouth. 

There follows A sort of 
space-age Dirty Dozen as 
Willis leads a mixed and 
sometimes unsavoury (Steve 
Buseemt) bunch in a quest 
to deflect the asteroid by 
drilling into it and planting 
a nuclear warhead. h<» 
lovely daughter. (Lhr Tyler) 
follows the action from 
NASA, rooting far Dad and 
her swain (Ben Affleck), 
between whom there are the 
playful masculine tensions 
and rivalries that you know 
conceal mutual respect 

Despite Michael Bay’s 
brisk direction it takes 70 
minutes to get into space. 
Meanwhile cliches are-splen- 
ditfly polished up, including 
a sub-Gettysburg presiden- 
tial' address, hearty John 
Ford-type violence as the 
roughnecks celebrate their 
last night an earth, and a 
lyrical love scene where the 
swain sticks anipwi crackers 
into his Innamorata's pant- 
ies. ’ 

The space high-jinks make 
up in volume what they lack 
in subtlety, the only real 
miscalculation being Peter 
Stormare’s embarrassing 
turn as a lovably zany Rus- 
sian astronaut with carica- 
ture accent Incidental plea- 
sures include the reduction 
of Paris to a heap of rubble 
and the English accent of 
the thin-lipped boffin 
described as "the smartest 
man on the planer. Acting 
honours are stolen by Billy 
Bob Thornton’s NASA con- 




A rumbustious boys’ own yam of derring-do: Bruce MBs In ‘Armageddon’ 


trailer, though Ms Tyler has 
a moist-eyed soulfulness, the 
inevitable result of biscuit 
crumbs in her underwear. 

• ★ 

In comparison. Zero Effect 
looks as ascetic, .restrained 
and austere as Robert Bres- 
son. An astonishingly 
assured work for a 22-year- 
old. it’s the first feature from 
Jake Kasdan, son of Law- 
rence (The' Big Chill, Body 
Beaty This is a private eye, 
or rather a private detective, 
movie- Tbe angiidsation is 
indicated by the Holmesian 
tone of Daryl Zero (B01 Pull- 
man) who «»n make a crimi- 
nal confess without the sub-; 
ject realising he is being 
questioned, can tell by 
looking at yon when you 
were bora and how old your 
mother was at the time, and 
can solve internationally 
baffling mysteries that 
threaten world stability 
without stirring from his 


room. He refers to past 
cases, much as Sherlock 
Holmes did, by neat titles 
like “The case of the man 
with mismatched shoelaces”. 
Like Holmes he dabbles in 
exotic substances. And he 
has a long-suffering Watson, 
Arlo (Ben Stiller), who does 
most of the footslogging and 
fact-checking. 

Above all, he is detached, 
hermetically sealed from 
human relationships, a 
result of his passion tor “the 
two obs as I call them - 
observation and objectivity". 
He is obviously riding for an 
emotional fan. 

This comes with suspect 
blackmailer Kim Dickens 
who has something on 
tycoon Ryan O’NeaL The 
plot pays homage to Ameri- 
can mean streets but the 
style Is mock-Con an Doyle - 
plus humour. Polished, 
ironic, enjoyable and hugely 
promising. 


If Zero Effect echoes Sher- 
lock Holmes, To Have and to 
Hold conjures up a whole 
genre of drama depicting 
expat white men sweltering 
in tropical humidity and 
eventually flipping their 
alcohohc lids before impas- 
sive natives and toe eternal 
jungle. The Australian John 
Hillcoat beautifully evokes 
the atmosphere - lush, 
faintly menacing, ultimately 
uncontrollably alien - in 
this latter-day n at before it 
goes slightly OTT. 

Jack brings his new wife 
Kate to the remote village in 
Papua New Guinea where he 
runs a ramshackle cinema 
for the natives. She (Rachel 
Griffiths, of Muriel's 
Wedding) Is a romantic nov- 
elist; but he (Tcheky Karyo), 
a widower whose first wife 
died mysteriously, is no 
Rochester. As in Vertigo, 
he tries to recreate her, 
forcing Kate into her clothes 


and hairstyle. Obsession 
takes oven Kate is trapped 
and isolated against a 
background of local violence. 
Not quite sure whether 
to opt for romantic melo- 
drama. mystery or in-depth 
psychological drama - or 
final Jacobean bloodbath - 
the film is gripping 
and always beautiful to 
look at. 

As, in its own way, is The 
Adventures of Robin Hood . 
dating from the days when 
the most sophisticated hard- 
ware on show was the long- 
bow and the sword and Basil 
Rathbone’s Guy of Gisborne 
stood in very nicely for 
asteroids. Michael Curtiz’s 
1938 swashbuckler is out in a 
new print Errol Flynn did 
have charm. Olivia de Havil- 
land teas lovely, and Claud 
Rains looked better in Clau- 
dette Colbert’s hairstyle 
than Claudette Colbert did. 
Great days, innocent days. 


Jolly virtuoso shows his paces 


AjMlairMoir 

Hcgance of start*, serene technique and dramatic presence: 
Thomas Edur and Agnes Oaks In one of the two dawk: chMts 


DANCE 

C LEMENT CRISP 

Dash 

Undos GBfean, London WC2 

Wayne Sleep the 
indefatigable, the darling of 
the public whether he spins 
or sings or cracks jokes, toe 
unquenchable virtuoso and 
missionary of dance, is at 
the London Coliseum this 
week with his Show. His 
puttie loves him, loves his 
unpretentiousness, his 
energy, his willingness to 
meet them an their own aes- 
" toetic ground, his eagerness 
to entertain. 

The evening, which is a 
bran-tub of- dance-scenes of 
varied merit (and only those 
who see it will know quite 
how varied), has Dash as its 
title. Some of the items have 
a lot of dash to them. Sleep 
dashes about and chats to us 
with untiring charm. And 
for some incidents words 
stronger than “dash", (or 
even "drat" ox “help!") 
spring to the lips. But there 


it is. and there Wayne - as 
his adoring public surely 
thinks of him - is, and there 
also is minimal staging, a 
palm court group of musi- 
cians (who work like 
demons) and a troupe of infi- 
nitely willing dancers. And 
there, for people who value 
classic dancing of the purest 
kind, is Thomas Edur - but 
more of this artist anon.- . 

• The show comprises 17 
numbers. Sleep introduces 
them, dances in some, and 
leads the rout. Some of toe 
activity rattles about on the 
Coliseum stage, and so does 
much of toe choreography. 
But this is more than any- 
thing an evening out for his 
fans to see a jolly dance-vir- 
tuoso whose 50 years he very 
lightly on him, sharing the 
task of ammring os with a 
dozen other dancers. . 

. It is. with the exception of 
the two classic duets featur- 
ing Agnes Oaks and Thomas 
Edur. flimsy stuff. Sleep 
gives us his Chaplin, his 
Ashtonian Tweed! edee (with 
the splefidld Graham 
Fletcher as Tweedledum), 


his tap-dancing cygnet (a 
joke so fearful that it has 
acquired a kind of bravado, 
daring the audience not to 
laugh), and demonstrates 
considerable bravura. 

Other dancers, notably toe 
brilliant Yal Sen Chang, are 
on good form. The very 
young American Melissa 
WishinskJ (from the Hart- 
ford Ballet) goes uncompre- 
hendlngly through toe Don 
Quixote duet, but shows bet- 
ter qualities in an otherwise 
muggy version of L'apris- 
midi d’wi forme. There is 
also a brief evocation of Loie 
Fuller (danced by Maddy 
Brennan) which catches 
something tree and fascinat- 
ing about that Art Nouveau 
Queen of Light and Drapery. 
And, as all toe advertise- 
ments promise, there is 
Sleep’s Tribute to Diana in 
which his appearance at 
Covent Garden dancing with 
the Princess of Wales' 
acquires mythic sigplff c ancg , 
a whirlwind of steps from 
Sleep, an outbreak of danc- 
ing kiddies, a large photo- 
graph of the event as back- 


drop. and a white rose. 

But about Thomas Edur. 
He is that rarest of beings, a 
pur-sang classical danseur. 
He posseses every merit that 
the hardened and doubting 
critic hopes for. and so sel- 
dom sees: elegance of style, 
serene technique, perfect 
manners, dramatic presence, 
hi the second act duet from 
Giselle he was night- 
haunted, noble. In the final 
pas de deux from The Sleep- 
ing Beauty he was a prince 
in all things, toe embodi- 
ment of those hard-won vir- 
tues that every male dancer 
seeks. In both scenes Agnes 
Oaks was a worthy partner. 
In 50 years I have seen less 
than a handful of artists able 
to sustain the Beauty duet 
with toe grandeur it needs. 
Edur, in simple dignity, is 
njnnng them, an| i in hig art- 
istry we sense toe historical 
blood-lines that link today’s 
male dancers with the exam- , 
pie of Louis XIV, whence 
stiU comes the danseur's 
attitudes, deportment, inspi- 
ration in classical ballet. He 
is a marveL 


THEATRE 


T im e and 
the Director 

Aiastair Macaulay changes his mind 
about a long-running West End show 


Stephen Dal dry's production 
of the J.B. Priestley war- 
horse An Inspector Calls 
could well turn into The 
Mousetrap before long. It 
opened at the National Thea- 
tre in September 1992: since 
when it has toured the 
world, and - after periods in 
this London theatre or that 
- has been settled in the 
Garrick Theatre for almost 
three years. 

Critics are often asked “Do 
you change your mind about 
a production?" "Not often" is 
part of my usual reply. In 
this case, however, yes, yes, 
yes. 

The production is an 
archetypal example of Direc- 
tor’s Theatre. Priestley’s 
socialist, sterling old thriller 
is given a strenuously 
expressionist reading, with 
melodramatic music (some 
of it from Hitchcock's Ver- 
tigo) and with acting of 
patently artificial grandios- 
ity (loud, gestural, over- 
wrought! and with a set tliat 
split itself apart and tipped 
itself (and its contents) over. 

Though Daldry follows 
Priestley in setting most the 
play in 1912, he puts it into a 
framework or 1945, remind- 
ing us of when and why 
Priestley wrote the play. The 
Birling family, in their din- 
ner attire, might have 
stepped out of paintings by 
Whistler the Inspector who 
calls on them in his 1945 
raincoat and tries to wake 
them up to their larger 
responsibilities to the com- 
munity beyond their four 
walls might be a man from 
their future - even at one 
point stripping down to his 
shirtsleeves. Priestley sug- 
gests that some human 
natures took longer to 
change than others; and 
Daldry rams this point home 
with bludgeoning force. 

This Daldry production 
was always force fuL If mem- 
ory serves, however, it was 
originally served by acting 
of high-wire t ensi on. No mat- 
ter how melodramatically 
huge the gestures, how 
emphatically loud the ora- 
tions, toe performances felt 
organic, intelligent daring. 
And they became absolutely 
aligned with toe music and 
the lighting. The artificial 
emphasis to be discerned 
everywhere became sheer 
style. Today, however, the 
production falls apart - even 
more thoroughly than its 
set which is meant to. 

Almost all the acting is 
simply terrible. But what 
makes this embarrassing is 
that you can tell that toe 
actors would really rather 
not do it this way. You can 
virtually see Philip Whit- 
church and Maijorie Yates 
counting their reluctant way 
through the elaborate pala- 
ver when the Inspector takes 
off his jacket and passes it to 
Mrs Birling, who - for no 
reason anyone can see - 
dusts it off and folds it up 
while speaking. As for the 
(now clunky) coup de thi&tre 
when the set pours all the 
crockery onto toe Door, it is 
appalling to see the thud- 
ding calculation with which 
the actors now trample the 
plates underfoot, fit used to 
seem accidental.) 


William Gaunt, who. as Mr 
Birling, has to shout arro- 
gantly almost all evening, 
seems particularly ludicrous. 
But Yates (whose account of 
his wife simply becomes an 
exercise in vulgar Thespian 
camp) and Whitchurch 
(whose performance as the 
Inspector has few ideas, 
none of them good) often 
match him shout for shout. 
And there were just enough 
stumbles over lines and 
words to destroy the audi- 
ence's faith In the perfor- 
mance. 

And so - as in some old 
opera production created on 
the likes of Callas or Gobbi 
or Christoff, where you see 
present-day singers steering 
their way warily through 30- 
ycar-nld bits of stage "busi- 
ness" - the Daldry produc- 
tion trundles from one Effect 
that has past its scll-by date 
to another. It is hard to 
believe that these plays once 
seemed compelling parts of 
one fluent whole. Yet so it 
seemed. 

1 should add, however, 
that ! first saw this produc- 

Priestley’s sterling 
old thriller is given 
a strenuously 
expressionist 
reading with 
acting of patently 
artificial 
grandiosity 

tion in the non-proscenium 
space of the Olivier Theatre. 
As staged in the more con- 
ventional space at the Gar- 
rick, the play begins with, 
and returns to, some stagger- 
ingly artificial business to do 
with 1945 children climbing 
up onto the apron of the 
stage from a manhole and 
fiddling dully with the thea- 
tre’s old red curtain. The 
kids look as if they would 
rather be doing their home- 
work, and so the show feels 
phoney from the start 

For whom now can this 
production make serions 
sense? I have met GCSE stu- 
dents (the play has recently 
been a set text) who simply 
found the 1945 stuff bewil- 
dering, and I imagine most 
tourists will think the same. 
Even to those of us who 
more or less understand the 
concept, the image of 1945 
does not impress now as it 
did in 3992-33. And as for the 
whole genre of Director’s 
Theatre that is exemplified 
by this production, it 
emerges from postmodern 
ennui As with all too many 
Shakespeare plays and too 
many operas these days. 
Director's Theatre know- 
ingly announces “Here is a 
weary old work onto which 
we have ladled some clever 
new life". It is essentially 
opposed to the true sponta- 
neity and innocence (tell us 
a story as if it was new) that 
the truest drama is all about 

An In sp ector Cafe is at fee 
Garrick Theatre, London WC2. 
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INTERNATIONAL 

Arts 

Guide 

EDINBURGH 

EXHIBITION 

Scottish National Gallery of 
Modem Art 

Tel: 44-131-624 6200 
Mona Hatoum: 46 works ranging 
from photographs ansi videos to 
sculptures made from materials 
Including hair, wax, -soap, steel, 
rubber, pins and razor blades; to 
Oct 25 -• ; ;• ■' •• 

GUMMERGLASS 

OPERA 'V_ - 

Alice Busch Opera Theater, 
Cooperstown 
Td: 1-607-547 2255 
• Fatetaffc by VerdL New 
production directed by Lewi 
Major with sets and costumes by 
John Conklin. Conductedby 
George Manahan. Cast Includes 
Kevin Gtavin r Stephen Powell 

and Amy Burton; Aug 8, 11 ■ 

production directed by Francisco 
Negrin, in his Glimmerglass 
debut, and conducted by Harry 

Bteket Casttodudflspavid • . 

Daniels and Lisa Safer In thetrae 
role; Aug 8. 10 


• The Mother of Us AB: by Virgil 
Thomson. Conducted by Stewart 
Robertson in a new. staging by 
Christopher Aktert, with sets by 
Alien Moyer; Aug 7 

• Tosca: by Puca’nL New 
staging by the team responsible 
for last year's Marfama Butterfly: 
director Marc Lamos; set 
designer Michael Yeargan, 
costume designer Constance . 

. Hoffman, fighting designer Robert 
Wferzel and conductor Stewart • 
Robertson; Aug 6, 9 . 

GLYNDEBOURNE 

OPERA 

Qiyndeboivne Festival Opera . 

Jtt 44-1273-815 OOO . 

• Capricdo: by R. Strauss. 
Revival conducted by Andrew - 
Davis and directed by John Cox. 
The Countess is sung by Felicity 

' Lott With the London 

Phaharmonte Orchestra; A0g 9 

• Le Comte Ory: by RosSnL 
Revival conducted by Yves Abel 
and directed by J6rdme Savary, 
wtto the London Pfulharnionk: 
Orchestra; Aug 6, 8,12 

• Simon Boccanegra: by Verd. 

. New production conducted by - 
Mark Elder In a staging by Peter 
Hall. With the London 
FWJharmonte Orchestra. The' title - 
role is sung by Berra Prokina; 

Aug 7. 10; ; . 

LONDON 

CONCERTS 

-BBC Proms, Rqyaf AftertHaff' 

Teh 44-171-389 8212 

• BBC Concert'Orchestra.'- - 
conducted by Barry Wordswortfi 
In. works by Walton, Robert. " 


Simpson, Foulds and Elgar. With 
piano soloist Piers Lane; 

Aug 6 

• BBC National Orchestra of 
Wales: Tadaaki Otaka conducts 
the UK premiere of Sofia 
Gubafckilina’s An* the feasting 
at Its height Programme also 
includes works by Dukas. 
Szymanowski and Strauss. With 
cellist David Geringas aid tenor. 
Jean- Paul Fouchteourt; 

Aug 10 

• BBC Symphony Orchestra- 
conducted by Mark Elder in 

- works by Berlioz, Liszt, Britten 
and Prokofiev. With the BBC 
Symphony Chorus. PhBharmonla 
Chorus and piano soloist Paul - 
Lewis; Aug 9 

. • Birmingham Contemporary 
Music Group; Simon Rattle 
conducts a programme of works 
' by' British composers including 
Oliver Knussen, Thomas Adds, 

' Simon Hoft and Mark-Arrthony 
Tumage'. With piano soloist 
Thomas Adds and cellist Ulrich 
Heinen; Aug 10 - 

• Javanese Court Dance and 
Gameian: with dancers and ; 
musicians from STS! Surakarta 
otd the South Bank Gameian 
Players; Aug 6 ■ 

• National Youth Orchestra of 
Great BritaJrc conducted by 
Mst&av Rostropovich in - ■' 
Shostakovich’s Symphony No 10 
in E minor. Programme also 

. includes the worid premiere of a 
specialty commissioned new 
work by Michael Berkeley and 
Britten's Young Person’s Guide 
ttMhe Orchestra; Aug 8 

• Ulster Orchestra: Worid 
premiere of a new work by 
Rodion Shchedrin, conducted by 


Dmitry Srtkovetsky. Programme 
also Includes works by Berlioz 
and Tchaikovsky. With soprano 
Barbara Hendricks; Aug 7 

Royal Festival Hall 

Tet 44-171-960 4242 
Kodo Drummers: return visit by 
the 14-strong Japanese troupe; 
Aug 12 

DANCE 

Barbican Theatre 
Tel: 44-171-638 8891 
wwwJ3arbtcan.org.uk 
Tharp! two week season of 
modern American choreography. 
Programme 2 (Aug 4-8). includes 
Sweet Fields, which draws on 
traditional American choral 
music, and Heroes, a ballet score 
by Philip Glass; to Aug 8 

ROTTERDAM 

EXHIBITION 

KunsthaT 

Tel: 31-10-440 0300 
Look at me: Fashion and 
Photography in Britain 1960 to 
the present First stop for a • 
touring exhibition which tracks 
the development of fashion 
photography with its emphasis 
on popular culture rather than 
haute couture; to Aug 9 

SALZBURG 

OPERA 

Salzburg Festival 
Tet 43-662-844501 
• Don Carlo: by Verdi. New 
staging by Herbert Wernicke, 
with the Vienna Philharmonic and 
Opera conducted by Lorin 
MaazaL Cast includes Samuel 


Ramey; Grosses Festspielhaus; 
Aug 7, 10 

• Katya Kab&iova: by Jandeek. 
Conducted by Sytvain 
Cambrel ing In a stajpng by 
Christoph Martha! er, with designs 
by Anna Viebrock. With the 
Czech Philharmonic; Kternes 
Festspielhaus; Aug 6 

THEATRE 
Salzburg Festival 
Tel: 43-662-844501 

• Soon: by Ha! Hartley, with 
music by Hal Hartley and Jim 
Coleman, and sets and costumes 
by Steve Roaenzweig. 
Co-production with deSingel, 
Antwerp; Pemer Insel; Aug 7, 8, 

9. 11. 12 

• Danton’s' Death: by Bfchner. 
New, co-production with the 

Berliner Ensemble, directed and 
designed by Robert Wilson, with 
costumes by Frida Parmeggiani; 
Landes theater; Aug 6, 7, 8, 

10. 12 


SANTA FE 

OPERA 

Santa Fe Opera 

Tat 1S05-986 5900 

www.sant3feopefB.org 

• Beatrice and Benedict by 
Berlioz. New production directed 
by Tim Albery and designed by 
Jennifer Tipton. Susan Graham 
will sing the role of Beatrice, with 
Elizabeth Futral as Hero. Die 
conductor is Edo do Waart 
Aug 6 

The Magic Flute: by Mozart 
New production by Jonathan 
Miller, with sets by Roni Toren 
and costumes by Judy Levin. 
Cast includes Sheri Greenawakl; 


Aug 10 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Tet 49-431-567 080 

• Cologne Chamber Orchestra: 
conducted by Helmer 
MOfler-BrQhl to works by Vivaldi 
and Bach. With soprano Barbara 
Schlick, flautist Patrick Gal lots 
and oboe Christian Homme); 
Schleswig, Dom (Aug IQ) and, in 

a sKghtty altered programme, at 
the Hasselburg, Scheune (Aug 
ID 

• Schleswig-Holstein Music 
Festival Orchestra: conducted by 
Donald Rmnicles in works by 
Berg and Mahler. With soprano 
Laura AUdn: Kiel, Schloss (Aug 7) 
and LObeck, Musik- und 
KongresshaDe (Aug 9) 

SEATTLE 
OPERA 
Seattle Opera 

Teh 1-206-389 7676 
wwwseattieopera.org 
Tristan isid Isolde: by Wagner. 
New production by Francesca 
Zambetfo, conducted by Annin 
Jordan. The title roles are sung 
by Jane Eaglen and Ben 
Heppnen Aug 7. 10 

VERONA 

OPERA 

Arena di Verona 
Teh 39-045-800 5151 
www.arena.it 


• Tosca: by Puccini. New 
production by Giidiano Montaldo, 
with sets by Luciano Ricceri. 
Cast includes Ruggero Raimondi 
and the conductor is Zubin 
Mehta; Aug 7 

• Un Ballo in Maschera: by 
Verdi. New production by 
Giuliano Montaldo wife sets by 
Luciano Ricceri. Conducted by 
Daniel Oren; Aug 6 

WASHINGTON 

JAZZ 
Wolf Trap 

Tel: 1-703-218 6500 
Ray Charles; Aug 11 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio tor 
Europe can be received to 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN GABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

Q&30: Moneyline with Lou Dobbs 
13-30: Business Asia 
19.30: World Business Today 
22J0D: Worid Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 0920; 
10:20; 11:20; 1132; 12.-20; 1320; 
1420. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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SAMUEL BR1TTAN 


ECONOMIC VIEWPOINT 


The R-word again 


A UK slowdown has started, but the Bank of England could 
aggravate it by rigid adherence to doubtful doctrine 


Js the shakeout in London 
equity prices a sign of 

recession ? 

It Is mainly a sheep-like 

reaction to the WaD Street 
drop - an accident waiting 
to happen. A fall in US 
equities of up to 2D per cent 
would be healthy and would 
ease the Fed's problems in 
T n imaging the US economy. 

The reasons for fearing a 
British recession are 
domestic. 

The UK economy is 
already slowing down. In the 
second quarter of 1996. real 
gross domestic product rose 
at an annualis ed rate of 2 
per cent - or 1.6 per cent if 
the volatile oil sector is 
excluded. Nearly all surveys 
of intentions and orders 
suggest the slowdown has 
much further to go. 

In the US, a recession Is 
defined as two quarters of 
falling output. Whether UK 
output growth remains 
shortly above or slightly 
below the zero point is very 
much in the lap of the gods, 
or mare precisely in the 
hands of the official 
statisticians. We can safely 
talk about a “hard landing'’. 
Why is the economy slowing 
down so much? 

Because of the overshoot 
of sterling. The Asian crisis 
Is also an influence, but its 
effect lies mainly in the 
future. Sterling rose from 
DM2J26 in 1995 to a peak of 
over DM3 this spring, well 
above the central rate 
during Britain's ill-feted 
membership of the exchange 
rate mechanism in 1990-92. 
On the trade-weighted index, 
It also showed a large 
increase. Since then, sterling 
has come down to around 
DM5L90, but the fell has not 
gone far enou gh or lasted 
long enough to restore 
competitiveness. 

The UK has thus suffered 
from a divided economy. 

'total real GDP has 
continued to rise, but 


manufacturing output, 
which is heavily dependent 

on exports and subject to 
import competition, has 

already fallen by per cent 
over the past three quarters. 
Is it likely that the setback 

will remain confined to 

manufacturing? 

Extremely unlikely. Apart 
from anything else, the 
service sectors are also 
exposed to International 
competition even though the 
effect takes longer to show. 
Why, then, has the Bank of 
England been raising interest 
rates? 

The clue is something 
known as the “output gap". 
If output is below a safe 
level of capacity utilisation, 
there Is downward pressure 
; on margins and wages, and 
eventually on inflation. If 
output is above capacity, 
then inflation tends to rise. 
Mains tream economists now 
regard this gap as the key to 
inflation over the two-year 
time horizon at which the 
Rank of En gland JookS. 

Because of the behaviour 
of earnings and surveys 
showing increasing 
recruitment difficulties. 


some economists think that 
output is lVi or 2 per cent of 
GDP above its sustainable 
trend. If so. it would have to 
be brought back by that 
amount simply to prevent 
inflation from accelerating. 
Does the pessimistic view of 
the output gap justify a new 
base rate increase ? 

It depends what you think 
the output trend would be 
without a change- Goldman 
Sachs' analysts, who have 
been emphatic about the 
danger of overheating, now 
believe the economy will 
“stagnate" up to mid-1999 
even on existing interest 
rates and that rates could 
fell by l percentage point in 
1999. But the Monetary 
Policy Committee, which 
will worry about the effects 
on prices or any slide in 
sterling, could take a 
different view. 

Hoar does unemployment fit 
in? 

The original idea was that 
of an equilibrium rate of 
unemployment - 
unfortunately named the 
“natural rate" - below 
which infla tion would 
accelerate. But, by talking 


The divided UK economy . 

GDP bj category (X output ( 01 1996 = 100 ) 



I, closely related 

'output gap instead, the 
concept has been sanitised 
and it impossible even for a 
Labour government to use K- 
Whot do you think the 
natural rate is? 

The most frequent 
estimate is 7 or 8 per cent, 
compared with a present 
rate of 48 per cent. But in 
truth we have very little 
idea etthecof the natural 
rate or of the capacity gap. 

In the US, unemployment 
has for some years been 
below the estimated natural 
rate; in the aid economists 

have revised the latter 
downwards. Milton 
Friedman, who was one of 
the inventors of the natural 
rate, steadfastly refuses even 
to grass its JeveL 
Do the htgher-than-expected 
public spending plans ivmsen 
the outlook for interest rates? 

Yes. although the big 
increase was not in the 
hyped-up spending 
document published in July. 
It was foreshadowed in the 
more f undam ental June 
economic and fiscal strategy 
report. It looks as if the 
projected public sector 
balance for 2000-2001 will be 
2 per cent of GDP worse 
than was projected in the 
central case in the March 
Budget report. 

Does the p rospec t of a hard 
landing make these spending . 
plans more difficult to afford? . 

The chancellor has said 
that his aims for the budget 
balance are medium term. In 
a rational world, the 
automatic increase in the 
budget deficit during a 
recession should be a useful 
bnllt-m stabiliser, 
cushioning the fell in 
activity. But although tbe 
Treasury has published 
cyclically adjusted 
projections, the 
overwhelming pm phagis in 
public presentation has been 
on the alternative, and more 
dubious, justification that 
there is an adequate margin 
for error in the unadjusted 
projections. Ministers will 
have great problems in 
selling tbe built-in stabilisers j 
to the flnanrial mar kets and ! 
the media- ; 

How can Gordon Brown 
reconcile ‘\oelfare-to-work’' 
with his appointment of a 
Monetary Policy C ommi ttee 
which worries that 
unemployment may hone 
fallen too low? 

Theoretically, the purpose of 
labour market reform is to 


reduce the level of 1/ 
unemployment at which toe 
economy can.be run withooi 
a takeoff into everhigher . i 
inflation. But this Is a! . / 
long-term process. Today. & I 
48 per tyrrt unemployment / 
rate coexists with many i 
signs of labour shortage - f 
for instance, some half of the 
employers in a recent sonfey 
complained they could ha 
recruit enough xiHTWl 
labour. Nevertheless, the 

pr w^fetrffln Is <vm frying 
Where does the minim um 
wage come m? 

The main danger of the 
minimum wage isto 
employment and to personal 
freedom to make con tr acts.\ 

not to inflation. Tbe Bank \ 

made a provisional estimate \ 
that it might add op to 1 per \ 
emit to the wage MIL But ■ 
this should be a once-for-all 
increase. The same logic that 
saw the MPC play down the 
earlier rise in sterling as a 
one-shot affair ought to 
make it take a similar 
attitude to the rnrnirmim 
wage. But fierce inflation 
fighters do not always act 
consis te ntly. 

What would be your 
altematbie to current poticy? 

The one sure way of 
ahniickmg the rallier-coastar 
ride of sterling, for a large 
part of British trade, would 
be to abolish the pound itself 
by adopting the euro. But 
UK business would then 
have to accept an interest 
rate tailored to average 
E&rqpean requirements 
rather than to specific 1 

British circumstances. 

Is there a domestic 
alternative ? 

Faithful readers wiH know 
my long-standing support far 
monitoring nominal demand. 
This would give some weight 
to real growth but still put a 
lid on inflati on 

As an immediate step 1 
would give mare weight to 
1 actual inflation as distinct 

from ratified speculation 
about its trend in two years’ 
thne. producer prices have 
hardly risen at all since 1996 
and the Bank's own retail 
•prices measure, which - 
excludes indirect taxes, is 
rising at 2 per cent similar 
to the GDP deflator. In any 
case, the emphasis on / 
Pftrnrng s: is misplanari in a j 

competitive economy where ( 
what matters is bow fer [ 
employers can pass them on J 
in final prices. A 


LETTERS TO THE EDITOR. 


Helms’ commendable advocacy 
marred by stance over ICC 


Frum Mr A Lawrence Qmo. 

Sir, Given Senator Jesse 
Helms' position, and long 
experience with foreign 
affair s, his views -(“We must 
.slay this monster", July 81} 
concerning the proposed 

rntwriartnnal Priwitiwl CbUTt 

are worth considering. As an 
American citizen, I am par- 
ticularly appreciative of Mr 
Hearns' onunnmts regarding 
tiie sanctity of US national 
security policy.' But from a 
legal point of view the argu- 
ments he put forth to. appod- 
ition to the ICC : are mls- 


One of Mr Helms' -most 
ariotzs critiasna of the new 
nut relates to its todepen- 
aace vis-a-vis the UN real- 
ty coundL to his view, this' 
■presents "a massive dilu- 


tion" of the council's power. 
Yet this same sense of judk 
clal independence is 
Anshrtnad In the US Consti- 
tution: tiie judiciary Is inde- 
pendent of the executive 
branch- In condemning the 

relative independence of the 

ICC Mr Helms is also critic!? 
ting a central political, tenet 

of the country .he represents. 

Another important- criti- 
cism he m&es Is that the 
ICCTs sta tutorial mandate, 
poses a threat to US service- 
men abroad — Who to the 
course of their peacekeeping 
or hnmanfo"”' duties, may 
find themselves liable to 
prosecution by the. ICC. Far 
from such a happen- 

stance likely, the statute poi- 
gnantly raokpg allowance for 
this pcsstbUity. to re&rerice 


A. Lawreawe dSaj£V-T-’ = 
Darwin Ocdlegjs^^J" ~ ■ 
Cambridge Unrtftshy; 


Silver Street, . 5 
Cambridge, CBtE@ 


essures on UNHCR to compromise Uteris 


*rvm Mr Arthur C Helton. 

Sir, as one who has All- 
owed feet many years the 
rarlc of the United Nations 
figh Comnrisstaner for Refu- 
ses, I was saddened to see 
he revelations In your 
rtide “Ideals fell prey to 
olitical pressure" (July 29X 
tony non-governmental 
rganisations have recently 
xpressed concern about the 
iminishment of UNHCR's 
rotection initiatives. 


The truth Is that UNHCR 
has been increasingly pres- 
sured toy governments to 
compromise refugee protec- 
tion ideals, including by 
requiring the agency to 
deploy in situations of inter- 
nal strife without an appro- 
priate military or political 
framework. The low point in 
the decline of protection 
occurred in 1996 with the 
forced return. _of asylum 
seekers from Tanzania to 


Arthur C-Hettotv^ : 
director, -yV:" 
forced migration itfqjects. 
Open Society Institute, 
400 West 59th Street, 

New York, NY.lWDi US • 


'Glaxo has no plans for European TV campaign 


From Mr Geoffrey Potter. 

Sir, An article on our half 
yearly figures headlined 
“Glaxo plans European TV 
campaign" (July 31) 
suggested that Glaxo Wel- 
come plans to lead the way 
into European advertising of 
prescription drugs with tele- 
vision campaigns about dis- 
eases that our products are 
used to treat. 

I would like to make it 
clear that Glaxo Wellcome 
has no plan for any such 
campaign. As your article 
notes, the advertising of pre- 


scription medicines direct to 
patients is prohibited undo: 
EU legislation ami we have 
no intention of seeking to 
circumvent the law. 

While we certainly feel 
that there is a good case for 
increasing the provision of 
information to* patients, we 
are very sensitive to the con- 
cerns felt about direct to 
consumer advertising here 
in Europe. 

" We do. however, believe' 
that the experience of direct 
to consumer advertising in 
the US should be carefully 


Geoffrey Potter, 
director, cor p or a te affairs. 
Glaxo WeUcome, 

Glaxo Welcome Bouse, 
Berkeley Atohm* : 
Greenford. Middx, UK 
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PERSONAL VIEW ASHUTOSH VARSHNEY 


If bills for the dentist, optician and 
physiotherapist keep your staff awake at night, 
it’s not just their health that could suffer. 


The folly of America 
nuclear diplomacy 
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HSA is the No.l health care cash 
benefits plan, acknowledged by 
successful companies as being a 
vital part of their corporate health 
care scheme. 


HSA is not private medical insurance. * c * a * ms 

HSA provides tax-free cash payments 

towards everyday health care _ = _ 

costs including = S — 

dental, optical, = — s .~~= = ~ 

physiotherapy and = = «= ■= =■ 

hospital in-patient. - HU h - 

^eXr“ent is CROWN PL AN 

NHS or private. health care 


HSA is popular with employees because 

• it helps take away the worry of bills for 
regular health treatments 

• just one affordable, regular payment 
covers their partner and children for all 
the benefits 

• it’s a mutual and non-profit making 

• claims are usually paid within three days. 


For more information 

CALL FREE 
0800150150 


4 or email us at 
sales@hsahealthcare.org 


HSA. Healthcare - it pays to join. 


I n its nuclear diplomacy 
and rhetoric, the Clin- 
ton administration has 
seriously underesti- 
mated the depth of India's 
mistrust of China by focus- 
ing instead on India- 
Pakistan relations, or an the 
domestic imperatives of the 
new Indian government 
The core of India’s emerg- 
ing security dilemma is sim- 
ple. The more China rises as 
a power and the more the US 
government emphasises 
friendship with China, the 
stronger will be India’s con- 
cern. The Clinton adminis- 
tration has so fer failed to 
see the link between China's 
moves and America’s China 
policy an tbe one hand and a 
burgeoning Indian concern 
on the other. - 
Nothing can convey the 
depth of India's mistrust of 
China more than a story 
embedded in India’s psyche 
and resurfacing now as the 
US plunges into a passionate 
affair with China. 

After India’s riofoflt in t he 
1962 war with China, a cul- 
tural event took place in 
Delhi. Prime Ministar Nehru 
was presiding and tab Man. 
geshkar, India's equivalent 
to Frank Sinatra and one of 
the greatest figures in the 
nation's popular culture, 
sang a song that has since 
become. known to millions of 
Indians. “O my countrymen 
do you have enough tears for 
those who died for the erran- 
try?" (At mere watan ke 
logon.) 

As he heard the song, 
Nehru wept At the age of 73, 
a man who had spent more 
than 10 years in jail for 
opposing the British Raj. 
who nursed the nation baric 
to health after the wounds of' 
partition in 1947 and who/ 
worked 16-18 hours a day, 
seldom complaining of 
fatigue, broke down in fnU 
public gaze. 

His terns reflected the fact - 
that India's defeat in the 
1962 war with China was the' 
greatest failure of Nehru's - 
public life, to the i9S0s,. 
Nehru invented the slogan 
“India-China brotherhood”' 
and turned it into a corner- 
stone of India’s foreign pol- 
icy. He was fond of arguing 
that in the new era China 
and India, the two great ~ 


US-China relations, not India-Pakistan, are 
the real cause for concern in South Asia 
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Asian, civilisations, both vic- 
tims of imperialism, were 
entwined in a fraternal 
embrace. 

Mao’s reply was war. India 
was abysmally prepared. 
The strategic emphasis was 
on peace, .not, fighting and 
India's-; defence expenditure 
was paltry. Hundreds of sol- 
diets, most of whom did not 
have even w arm clothes 
froze to death on the Himala- 
yas. /. -• - • 

After the China debacle. 
Nehru’s health deteriorated 
rapidly and he died within 18 
months. In October, 1964, 
barely four months after his 
death, China conducted its 
first nuclear tests, rubbing 
salt into India's wounds. 

India's nuclear programme 
was bom to response. It is 
folly for the Clinton adminis- 
tration not to recognise this. 
India is determined to 
ensure that unpreparedness 
never costs the country - 
another- humiliation at Chi- 
na’s hands. To put it simply, 
a powerful,- rising and 
nuclear China, Indulged by 
the US. requires a nuclear 
India for four reasons: 

• The 2flQ&mflfi-Iong border 
remains unsettled. The nego- 
tiations of recent years have 
shown- a weaker India 
accommodating itself to a 
powerful China for the sake 
of peace. Since the opening 
of the Chinese economy, 
Marxist ideology is being 
increasingly replaced by cul- 
ture as the glue of the Chi- 
nese nation. China’s geogra- 


phy is part of that cultural 
view, according to which all 
. of Taiwan, the South China 
Sea. Tibet and parte of India 
belong to the. Chinese civilfe- 
ation as it was constructed 
in the middle years of the 
last dynasty. Chinese offi- 
cials claim Ar unachal Prad- 
esh. a north eastern Indian 
state, as part of China's *Tais- 
: toric territory’’. China also 
continues to occupy part of 
Kashmir, something .rarely 
mentioned in American dis- 
cussions of the region. 

• The rising energy needs of 
a growing Chinese economy 
are unlikely to be met 
domestically. In recent 
years, China’s economy has 
grown at 10 per cent a year, 
but Its oil production has 
grown, at only 7 per cent 
annually. Middle Eastern oil 
remains the cheapest source 
of energy for China. Pipe- 
lines through Central Asia 
are expensive and danger- 
ous, for they will pass 
through the 'Moslem part of 
Chinese territory and Chi- 
na’s Moslems are already 
restive. An enhanced Chi- 
nese naval presence off the 
coast of Burma is a logical 
consequence of this fact A 
Chinese naval presence in 
the Indian ocean can only be 
a matter of concern for 

Inrffa " 

•.China has been tbe ni«t n 
supplier of nuclear technol- 
ogy to Pakistan. Pakistan is 
not, and cannot be, a strate- 
gic threat to India without 
-Chinese support. The power- 


ftil pro-CMna business lobby 
in .the US makes matters 
worse from an Indian per- 
spective. If leads Indian deci- 
sion makers to doubt that in 
the event of a Chinese 
. threat, America wQl provide 
security to 'Jtoffia. ^Instead, 
given its business interests 
in China, the US & likely to 
push India towards compro- 
mises with Chinia. J With the 
collapse of the Soviet Union, 
tbe Soviet security umbrella 
over India has disappeared. 
India must now lode after 
. ttsajf.. - 

• Challenges to China's. cur- 
rent political elite are likely 
to increase; as a civil society 
is bam out of rising prosper- 
ity, Haw will China’s ieadere 
respond to Internal chal- 
lenges to their rule? Binring - 
out, like Indonesia's 
Suharto, is almost inconceiv- 
able. External adventures 
have often been used to prop 
up tottering -authoritarian 
regimes. Unless a legiti- 
mately elected government 
takes power in China, Chi- 
. nese leaders are capable of 
inflicting at least as mucb 
harm : on ' other nations .as 
they dn on their own people. 
Given that the Great Leap 
Forward of 1958-61 led to 
2Sm-28m deaths from starva- 
tion, millions more, were vic- 
tims in the Cultural. revolu- 
tion that followed and, even 
in the post-Mao period, tanks 
rolled out against protestiiig 
students in Tiananmen 
Square, this is an alarming 
thought. . Apart from the 
Communist - party, the 
People's Liberation Army is 
the only powerful nation- 
wide institution in china. 

With a domestic record 
and structure like’ this, can a 
non-democratic China" be 
trusted to be an mjyocate of 
International peace? India. 
Vietnam, Taiwan ‘and even 
Japan have reasons to be 
concerned. . Until -India 
believes that its security 
concerns with respect - lo an 
authoritarian China are 
recognised, peace in South 
Asia Is impossible. Pakistan 
is not the primary focus of 
India's strategic thinking 
any more. 


The author is a s ioc kd e pro- 
fessor of political science at 
Columbia University \ 
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to war crimes and crimes 
against humanity, f ot 
instance, “large tcete" or 
-systematic" vloUtfonaamst 
occur before the 20CS juris- 
diction can be invoked. 

TheholloTOWpfhiscriti. 
asm Is substantiated ter the 
fact that Gaowla^ A country 
comparatively, isfsu more 
active to international peace- 
keeping. than , the us, gap. 
ported the KXI aothiufagti- 
cally. Mr Hehns 1 ittetea 
advocacy for U$ national 

security totefyettr hr com. 

men dah l a. HteiEmpdsftkn to 
thelCXJbnoiL 
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Rwanda with ^UNHCR's 

The challea» ,for : the 
agency’s leeder^j now' is 
to undertake arbafopatgo to 
revive respect IS* fan human 
rlghts cf refugetei 1 ' ' . 
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examined and we ihtend to 
play a fUU part to the debate 
that is already Jiipder way in 
Europe about bow regula- 
tions governing tha supply 
of informatias to patients 
might evolve in A period of 
rapid change to both health- 
care provirion and informa- 
tion technology, 
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Wall Street’s ebb tide? 

Philip Coggan and John Authers look at the causes of Wall Street’s 300 point fall and ask 

whether this might be the end of the great bull market 

r be last rites have been 

read over Hie bull mar- . ’*■*«, **■;*■ ' *URVt s 

ket an several occasions : ' • • • ' " ;• «*./»« » fi s1(H K M»** 4 * s ’ 

in recent years. But ;..1* 
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The only surprise in the 
crisis provoked by Saddam Hus- 
sein is that it comes in August. ‘a 
few weeks earlier than expected. 
Jive months after a confronta- 
tion with the United Nations 
brought Iraq to the brink of war, 
the Iraqi dictator this week 
rejected a new work programme 
to speed up UN weapons inspec- 
tions and then d to freeze 
all cooperation with inspectors. 

S addam has concluded inspec- 
tions will not be wrapped up 
before the next UN security coun- 
cil review of sanctions in Octo- 
ber. So his only hope for an end 
to. the embargo this year Is to 
exploit divisions on Iraq within 
the security council and prove 
the . UN body incapable erf agree- 
ing -a common strategy towards 
Iraq. This, he believes, . would 
encourage countries to break the 
sanctions, leading to their effec- 
tive collapse. 

Saddam is now testing the 
waters' to determine whether 
friendly countries like France. 
Russia and China might back a 
lifting of sanctions, without a 
dean bfll of health from Unscom, 
the UN weapons inspectors’ com- 
mission. 

This poses a real danger for the 
fragile international consensus 
on Iraq. However large the appe- 
tite for a lifting of sanctions 
might be among some security 
oonncfl members, this is not the 
time to highlight divisions. The 
council should issue a firm call 
for a resumption of Iraqi 
cooperation with inspectors and 


send Saddam a dear wanting not 
to egcaiat g the crisis. 

The latest standoff, however, 
must call in question once more 
the long-term-viability of UN pol- 
icy on Iraq. Fading support for 
sanctions, lack of enthusiasm for 
' US military strikes, ami pressure 
to open up Iraq for business, 
have undermined the security 
council's unity and offered 
Saddam opportunities to play 
members a g«*n«* each other. 

The sanctions have done little 
to weaken Saddam's grip on 
power, but they hate devastat e d 
the country and enor- 

mous suffering on the Iraqi popu- 
lation. They have became Sad- 
dam's strangest card, farnwging 
sympathy for Iraq’s position in 
the Arab world and beyond. 

There has to be a better way to 
contain Saddam. For example, 
continued inspections , and strin- 
gent' weapons monitoring and 
verification could be combined 
with a partial lifting of sanctions. 
One option , would be to end the 
oil embargo on Iraq, bat under 
strict rules, allowing the UN 
closely to monitor imports and 
domestic spending to prevent 
Saddam from using the cash to 
rebuild his deadly arsenal. 

Such an intrusive system 
would not please Saddam And it 
could win much firmer support 
from all permanent security 
council members. It would also 
allow Iraq to redevelop its econ- 
omy and human resources, while 
removing the sanctions card from 
Saddam’s hands 


Numbers game 


Today's interest rate 
announcement by the Bank of 
England's Monetary Policy Com- 
mittee has been preceded by new 
doubts over the accuracy of the 
data members are using to 
inform their decision. • - 

Perhaps the noisiest debate is 
over earnings inflation. Robin 
Marris. professor of economics at 
Blrkbeclt " College,' : LdnddhT 
suggested in a recent newspaper 
article that after correcting for 
bonuses, there has been no accel- 
eration in earnings growth since 
1995. 

Bonuses certainly have dis- 
torted earnings figures, but the 
Office for National Statistics has 
itself published estimates on the 
effect this has “had. Stripping out 
bonuses is not a difficult statisti- 
cal, problem, and it would be very 
surprising if the Bank were not 
on top of this issue already. : - 

Research just published by the 
London Business School casting 
doubt on productivity data is 
likely to be of more concern to 
the MFC. Productivity is very 
tricky to measure, since it relies 
on two other estimates, output 
and employment, both of which 
are subject to significant margins 
of error. The LBS study suggests 
that manufacturing productivity 
was substantially underestimated 
aver the.past three years. In 1997, 
for example, it estimates that 
manufacturing .productivity rose 
by 3.2 per cent, compared with 
the official figure of L2 per cent 


If true, this means that the. cur- 
rent pay rises in the manufactur- 
ing sector are partly explained by 
companies rewarding improved 
performance. This would make 
the earafags figures that have so 
troubled the Bank look much 
more benign. 

Statistical problems will 
always be an issue for central 
BahkS^'fcorWtwide. flfit~thtee 
doubts are particularly relevant 
to today's MFC decision for two 
reasons. First, the combination of 
strong earnings growth and dog- 
gish productivity has long been a 
key concern of the Bank, and 
indeed this issue was crucial in 
the MFCs deration to raise rates 
by a quarter point in June. 

Second, foe UK economy is at a 
turning point, where it appears 
to be finely poised between over- 
heating and tipping into reces- 1 
sion. In these circumstances, 
decisions are marginal - as , 
proven by the split within the 
MFC - and any doubts about sta- 
tistics could be criticaL 

Other data are starting to sug- 
gest that the economic slowdown | 
is no longer restricted to the 
manufacturing' Sector, and is 
becoming more broad-based. But 
the signs are only tentative. The 
Bank needs to wait and see how 
its interest rate rises so far have I 
affected the economy. The 
uncertainties over the data only 
strengthen -foe case tor rates 
to be left unchanged for 


T he last rites have been 
read over the bull mar- 
ket on several occasions 
in recept years. But 
each time, like a honor movie 
monster, share prices hare risen 
again from the dead, more power- 
fill .and (to pessimists at least) 
scarier than ever. 

The question is. did Tuesday’s 
300 point fall to the Dow Jones 
Industrial Average represent a 
ftmfl cod to foe great- bull run? 
Or might it prove" yet another 
occasion when a fall on Wall 
Stxeet is greeted by US private 
investors as another opportunity 
to buy? 

The past few years have seen 
much talk of a “Goldilocks econ- 
omy” In the US - one where 
growth is fast enough to . keep 
corporate earnings moving 
ahead, though not so rapid as to 
prompt inflationary pressures. 
But now the - markets are 
starttng-to worry . that one half of 
this magic combination is falter- 
ing. The strong dollar, competi- 
tion from — weak de ma nd in 
- Asia, together with rising wage 
pressures are banding together to . 
squeeze profit margins. 

At his testimony before Con- 
gress in mid-July, Alan Green- 
span, chairman of the Federal 
Reserve, said that Wall Street 
heeded “to adjust to a less opti- 
mistic earnings prospect". Those 
remarks took place at what now 
looks Eke the peak of foe market 
Certainly, fears about corporate 
earnings appeared to be the cata- 
lyst for Tuesday's sell-off. Esti- 
mates for the third quarter of 
1999 have been cot back sharply 
in foe past few weeks, malting 
the price- earning s multiples com- 
manded by many of the larger 
stocks even harder to justify than 
they were before. 

Earning growth for the SAP 
500 companies that have reported 
second-quarter earnings so far 
has averaged 2.9 per cent - far 
below projections at the start of 
foe year when most analysts 
were still expecting double-figure 
earnings growth. According to 
First Call, the Boston-based 
research firm that monitors cor- 
porate earnings, analysts have 
shaved their projected profit 
growth for the current quarter by 
0.5 percentage points since Fri- 
day. The consensus is now for 
profit growth of R9 per cent 
At the beginning of July, the 
consensus - was still 10 per caiL 
According to Charles Hill. First 
Call’s director of research, expec- 
tations for this quarter are in 
“freefair, while its fofceast of a 
13.7 per cent profit growth in the 
fourth quarter is looking very 
optimistic. 

Some believe that falling earn- 
ings were merely an excuse for 
an overdue correction to the mul- 
tiides fur the large-capitalisation 
stocks. For tiie first half of this 
year, foe market's impressive 
overall rise was restricted to a 
steadily narrower group of the 
very largest companies. 

This phenomenon is worry- 
ingly reminiscent of the early 
1970s, when a gradually narrow- 
ing market advance, based on the 
so-called “Nifty Fifty" stocks, 
gave way to a prolonged bear 
market It means that today's 
average figures in some ways fail 
to reflect what is happening to 
the majority of US companies 
since they are distorted by a 
handful of successful, heavily 
weighted stocks. If you strip 
these out, a mare gloomy picture 
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• According to David TDlson, 
senior portfolio manager at US 
Trust, the 50 largest companies 


in the SAP 500 represent 51.5 per 
cent of the index by market 
value. Before Tuesday’s sell-off, 
the shares of these companies 
had risen an average of 35 per 
cent for the year. This group was 
trading only 6.5 per cent from 
their highs on average. But at 
other end of the scale, the 100 
smallest SAP 500 stocks were 
already 27 per cent below their 
Ughs. 

The performance of foe Russell 
2,000, tile .most widely used 
benchmark of smaller companies’ 
performance, produced an even 
more bearish picture. Yesterday 
morning in New York, it dipped 
below 400 for the first time in 
more than 12 months; it has now 
fallen almost 20 per cent from, its 
high of 49L4, set in April, and is 
off more than S per cent for the 
year. 

Figures like this have led some 
analysts to proclaim that the US 
is already in a “bear market”, as 
so many companies have now 
registered drastic share price 
falls. The disparity in the perfor- 
mance of large and small stocks 
was the main reason behind 
Tuesday’s astonishing change of 
heart by Ralph Acampora, the 
notoriously bullish equity strate- 
gist at Prudential Securities, who 
suddenly announced that he 
expected the Dow to fall by up to 
20 per cent from its high. 

■Tva been saying that the sec- 
ondary stocks are already In a 
bear market and my call is that 
the blue chips are also going into 
a bear market,” he said. 

Such gloomy predictions have 
been heard before and each time 
Wall Street has frustrated the 
bears, rebounding almost as rap- 
idly as it dropped. The key seems 
to have been the wfifingness of 
retail investors to “buy on the 
dips”, backed by their confidence 
that equity prtees always rise in 
the long run. 


This liquidity, as illustrated by 
the unprecedented flows of cash 
into mutual funds, has been one 
of the key supports of the bull 
market According to the Invest- 
ment Company Institute in 
Washington, a total of S126.2bn 
flowed into equity funds in the 
first six month" of this year - 
comfortably ahead of the 
3IOBJ3bn recorded in the first half 
of last year, when inflows were 
the highest on record. 

Last October, when the New 
York Stock Exchange was forced 
to close early after a 550-point fall 
in the Dow, the net reaction of 
retail investors was to treat it as 
a "buying opportunity". Prelimi- 
nary indications yesterday were 
that this was happening again, 
with Vanguard of Pennsylvania, 
which has led the mutual fund 
industry in sales for the past two 
years, reporting that it had taken 
net inflows of cash an Tuesday. 
The Dow also managed a modest 
rebound in early trading in New 
York yesterday. 

S uch rebounds might con- 
tinue for a while. But 
even if they do, the possi- 
bility is that, at some 
point, foe rebound will be less 
powerful than the initial retreat, 
like an ebb tide. And what might 
really test the willingness of the 
average US investor to keep buy- 
ing is if Wall Street’s fall pro- 
duced a vicious cycle, in which 
world markets dropped in 
response and their weakness led 
to farther declines in New York. 

Most Asian stock markets 
have, of course, already been in a 
bear market for around a year 
and dollar-based investors have 
seen foe kind erf percentage falls 
that marked the great crash of 
192932. For the region, therefore, 
a fall on Wall Street merely 
represents one more in a host of 
problems. 


OBSERVER 


Asian 


in much of Asia a .credit crunch 
stands fa foe way of economic 
recovery. Yet pdicyuakers in the 
region are experiencing marked 
difficulty in finding sound ways 
of recapitalising their banking 
systems and restoring credit 
flows. Nothing illustrates this 
better the Bank of Thai- 
land’s new proposal to offer five- 
year guarantees for foreign inves- 
tors who take majority stakes to 

Thai financial -tostitutions 

_ When the credit system is para- 
lysed and investors will not put 
up fresh capital for insolvent 
hanirfl, state aid may be inescap- 
able. In offering to sell off part c« 
their banking sy stem on a sale- 
or-retum basis, the Thais no 
doubt hope to establish a virtu- 
ous circle whereby a renewed 
inflow, of foreign capital stabilises 
the currency and restores the 
capital of the banking system- ; 
But it remains to be .seen, 
whether the international Mone- 
tary Fund will lend its.toprhna- 
tur’to an unorthodox . arrange- 
ment that smacks at desperation: 

The JMF itself has been heavfly 
criticised for bailing out banks 
that have, lent imprudently. Yet 
, the Thai proposal promisor a 
state bailout before the lending 
has even happened. As well as 
rewarding existing shareholders 
of insolvent banks, this invites 
ftwgfg n buyers te engage in hlgfe 
risk, hlgh-reward lending- 

The guarantee does .not, admit- 
tedly, cover currency ^ 


those who call on the guarantee 
will have foregone interest 
. income on loans, they would oth- . 
erwise have made elsewhere, But 
this scarcely offsets foe .morally 
hawirrfmT*! incentive to Impru- ■ 
dent behaviour. And the liability 
on the taxpayer is open-ende<!L 
At least no one could accuse 
foe-TChata of the protectionist : 
instincts: that .have Inhibited 
sales ^ to .foreigners elsewhere. . 
And their plan is the opposite of 
one m -’whifo the Japanese are 
ggtring foreign investment banks 
to take on a potentially unlimited 
liability, via a new investor pro- 
tection fund, to repay the" debts 

of failed, securities firms. 

in the run-up to Japan's Big 
pang there has hem much talk 
about the ^“Wimbledon effect", 
based on the fear that liberalisa- 
tion may result in Tokyo’s best- 
ftyiancial institutions . ending up 
in foreign hands. Yet if the fayes- 
tor protection fund goes ahead fa 
it* present form, Japan may have 
no Wimbledon, at fat 
- Meantime there is a growing 
suspicion that J the; plan : for a 
“bridge, bank" to bring' about 
bank closures while supporting 
sound boirowfas wfiL be ocofined 
to smaller banks, while tbe ptob-- 
lems of larger institutions nay 
be handled through cosy-merg-. 
era- if so, -both the markets and 
foe opposition parties wffl be jns: 
tified- fa torpedoing- the’ new 
administration of Eeizo ObnchL 


All you need 
is Luzhkov 

if Moscow’s mayor Yuy Luzhkov 
wins the. Russian presidency in : 
2000. watch out for a U-turn in . 
the Kremlin's Korea policy. After 
spending half a century limping 
to deepen the chasm between 
North and South, Moscow might 
-try to help them kiss -and make' 
up. Luzhkov seems to ffwik that 
reunification Is Inevitable. 

South Korea is looking for a 
new embassy its palatial pile 
near the beauSful P atriarc h's 
Park is a Wt cramped - and the 
pifadicaknirxJecf Luzhkov has 
come up wfth a helpful wheeze. 1 

He has offered a site in the 

functional diplomatic ghetto 

along MasfnmavsRaya - md 
right next to the North Korean - 
embassy, to dtfa course, *TtwiH 
be sufficient toiake dawn the . 
fence to make one united 
.embassy complex. 

.-. ’We do not take this proposal 
seriously,’ was Seoul's Ifosty - 
response yesterday, salt doesn't 
sound as if the mayor is helping 
to soothe the tense relations , 
between Russia and South 
Korea. The two countries have 
been having a tot of a dust-up 
over mutual allegations of 
espionage and, this week, South 
.Korean foreign minister Park 
Chungeoo was sacked for 
rrrishandBng the affair. 

Suspicious Muscovites - and 
there are quite a few - wonder 
whetoer offering to put the South 


Koreans where it would be easy 
for North Korea to spy on them 
is Luzhkov’s way of getting back 
at Seoul for expeffing a Russian 
diplomat in the spying row. 

Short terms 

Tory Czura. 40. the new 
Brftish-bom chief executive of 
Geneva's Soddtd Generate de 
Surveillance, kept his head down 
yesterday, which is perhaps 
understandable given SGS's 
record of picking chief executives 
and then spitting them out 

The world's biggest inspection 
and tes&rg company brought in 
Patrick Rich - formerly of Alcan 
Europe - in' 1d88, but he only 
lasted a year. Ms forceful 
management style and plans to 
become a major player In the US 
insurance business upset the 
founding families and he was 
Ousted in a boardroom putsch 
organised by Elisabeth Salina . 
Amorini, a young lawyer, who 
took over as chairman. 

Four years later, SGS tried 
again with ex-Mc Kinsey man 
Thierry Chdreau but he fell out 
with Safina and didn’t last much 
more than a year. Since then 
Amorini - whose grandfather, 
Jacques Saknanowitz, ran the 
company for nearly 50 years - 
has been flying soto. 

Czura’s prospects look a Bttie 
better as he knows the group 
wefl. After a spefl as an analyst 
with London brokers Quitter, j 
Goodison, he joined SGS in 1983 j 
and is credited with turning ! 


round its North American 
operations and stemming 
insurance loss-adjusting losses. 

His first big test comes next 
month when SGS unveils its new 
corporate strategy In Zurich. 
Safina has always dominated 
these set pieces and her decision 
to retain the title of 
atimhistreteur deMgu6 - a sort 
of souped-up chairmai - 
suggests that she doesn't intend 
to sink gracefully into the 
background litre other Swiss 
company chairmen. 

Playground fight 

Mexico’s presidential race in 
2000 could be a battle between 
chSdhood friends from the two 
I biggest dynasties in modem 
Mexican politics. 

Following Miguel AJemdn’s win 
In state elections In Veracruz, the 
ruling institutional Revtrfutionsty 
Party (PRI) has Hs eye on him as 
a possible candidate. His father, 
also Miguel, was ricknamed 
"Puppy of the Revolution” when 
he became Mexico's fast 
post-Wortd War II president and 
industrialised the country. The 
nickname was a nod to his 
father. General Miguel Aienfan, a 
tireless rebel against Mexico's 
former dictatorship. 

If the "puppy's" son runs, his 
main rival is Ekely to be the black 
sheep of the PRI's "revolutionary 
family”, Cuauhtemoc Cdrdenas. 
He quit foe PR] in 1987 and 
founded the left-wing Party of 
the Democratic Revolution, now 


the second biggest party in 
Congress. His father Lazaro, 
president In the 1930s, is the 
most revered Mexican leader this 
century. 

As children. Cuauhtemoc and 
Miguel played together in the 
presidential palace. Next time, 
they might be playing for bigger 
stakes than marbles and sweets. 

Ground force 

It seems that Microsoft isn't 
content with taking over the 
world's computer desktops, it's 
taking aim at the stuff you drink 
white tapping at the keyboard. 
The software monolith is 

thumbing its nose at one of its 
neighbours in Seattle - 
Starbucks, the US's top coffee 
house - to team up with 
Borders, the bookshop-cafe 
chain, to sell a new brand of 
coffee called Windows 98 Roast 

Why anyone would want to 
drink a brew named after such a 
boring product is hard to 
imagine, though Bill Gates’s 
latest software monoyspinner has 
been surrounded with as much 
froth as a cappuccino. 

In another bit of marketing 
hype, the manuals for Windows 
98 are being distributed with a 
jazz CD that includes the smooth 
sounds of Dave Brubeck, Ray 
Charles and the Modem Jazz 
Quartet It's labefled “Music to 
Install Windows 98 By", though 
there’s no advice on how to play 
it white your CD-ROM drive is 
otherwise occupied. 




European stock markets ought, 
fa theory, to have some protec- 
tion from a fall on Wall Street. 
While US corporate earnings 
forecasts are being cut, European 
forecasts (except fa the UK) are 
being increased. Analysts still 
predict double-digit earnings 
growth this year and next. 

The continental European 
economy is at a very different 
stage of the cycle from that of the 
US and the UK. Growth is 
starting to pick up after a slug- 
gish period in the mid-1990s: 
economies can grow at above- 
trend rates with little fear of 
inflationary pressure, especially 
as unemployment in France and 
Germany remains high. 

And Europe is only beginning 
to experience some of the factors 
that inspired the long US bull 
market Companies have started 
to pay lip service to the idea of 
"shareholder value" in recent 
years; fa many cases, they have 
yet to take the necessary action 
in terms of restructuring and 
cost -cutting. Retail investors 
across Europe have started to 
perceive the benefits of investing 
fa equities. Net inflows into 
European equity mutual funds in 
June, while down from the 
records achieved fa the spring, 
were still 57.2bn. 

Nevertheless. European stock 
markets suffered a kneejerk reac- 
tion yesterday, as they often do 
when Wall Street falls sharply. 
European stock markets are trad- 
ing on beady ratings - 24, based 
on 1998 earnings, in Germany 
and 28 in Italy, according to 
IBES, the information company. 
This leaves ample room for cor- 
rection. And if the US economy 
slows rapidly, adding to the pres- 
sure created by the Asian crisis, 
those European corporate earn- 
fags forecasts may start to look 
optimistic. 

The Asian crisis remains the 
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biggest threat to markets in 
Europe and the US. For much of 
the first half of 1998. investors fa 
the US and Europe managed to 
shrug off the effect of Asia, argu- 
ing indeed that the main impact 
would be beneficial, by 
restraining inflation and stopping 
central banks from raising inter- 
est rates. 

Analysts still take heart from 
foe fact that foe normal precur- 
sors of a bear market or a crash 
are not fa place. “The sign that 
things had gone wrong in 19S7 
was the rise in bond yields and 
inflation.” says Boh Semple, 
strategist at BT Alex Brown. 

This time round, inflation is 
still very low (except fa the UK), 
the yield on the benchmark 30- 
year US Treasury bond yield Is 
staying stubbornly below 6 per 
cent; foe Fed funds rate is 5.5 per 
cent and interest rates are even 
lower fa much of Europe. 

Such low rates mean that 
investors have relatively little 
incentive to switch their money 
out of equities and into alterna- 
tive investments - especially as 
the outlook for Japan and the 
rest of Asia seems so bleak. That 
should mean the current setback 
in markets will turn out to be a 
correction - something like 10 
per cent - rather than a crash of 
20 pa* cent. 

Only a global recession would 
turn such reasoning upside 
down. As yet, few are predicting 
that. But consider the fate of 
Japan. Bond yields have been 
falling throughout the 1990s and 
interest rates have been low, but 
that has done the equity market 
no good at all. The Nikkei 225 
average, fa the face of deflation- 
ary pressures and the weakness 
of the financial system, is still 
less than half its 1989 high. The 
bulls must be hoping that 
Tokyo’s experience is not an 
omen. 


100 years ago 

Corrupt And Inept Mandarins 
Dr. Donaldson Smith, an 
American explorer who has 
recently traversed Mongolia 
and Manchuria, had some 
Interesting things to say about 
the latter province. He taHs us 
that the Russians are doing all 
in their power to colonise. The 
Chinese population, so far 
from being hostile, are 
apparently pleased at the 
prospect of getting quit of 
corrupt and Inept Mandarins. 
With regard to tiie natural 
resources, valuable gold 
deposits have been 
discovered, there is a quantity 
of soft coal of inferior quality, 
and timber is abundant, cheep 
and apparently extremely poor. 

50 years ago 

Italian Labour Talks Fa3 
Rome, August 5. It appears 
that talks which have been 
proceeding for some days 
between the Christian 
Democrats and the 
Communists in the. 
Confederation of Labour have 
broken down completely. It is 
now believed that the split in 
the Confederation brought 
about by tiie general strike 
and rioting after the attempt to 
kill Signor TogUatti wfll result in 
the Christian Democrats 
setting up an Independent 
trade union organisation. 
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THE LEX COLUMN 


Half correct 


We are not in a bear market - at least not 
yet US stocks have fallen around 9 per- 
cent from their mid-July peak. But this 
barely qualifies as a correction, usually 
defined as a 10 per cent drop. Moreover, 
the slide has been gradual, with none of 
the panic selling seen last October. The 
S&P 500 index is still up more than 10 per 
cent for the year and most European mar- 
kets have done much better. 

Arguably, this setback is exactly what 
is needed. The relentless rise In US share 
prices since 1995 has disconnected valua- 
tions from fundamentals. Once prices fall 
back into line, investors should be able to 
refocus on a still positive backdrop: 
decent nan-inflationary growth, high 
returns on capital and enviable liquidity. 
That should allow stocks to resume their 
upward march from a more solid base. 

Whether this level has been reached yet 
is debatable. Although US investors seem 
to be treating Asia more seriously, there 
is stm too much optimism about corpo- 
rate earnings. Analysts' forecasts of 
double-digit earnings growth for this 
fourth quarter and 1999 will, inevitably, 
be downgraded, creating room Cat farther 
disappointment 

And valuations are stQl pretty ambi- 
tious: the forward price/earatngs ratio for 
the S&P 500 is still around 22 times. 
Another concern is the narrowness of the 
US market's advance, which leaves it vul- 
nerable to problems at a small number of 
favoured blue-chips. 

All of this suggests a creeping correc- 
tion may persist for same time. That is 
still greatly preferable to an outright 
crash. 






All this points to the foil lire of Elisa- 
beth Salina Amorini’s attempt at collegial 
rianteirwi by an eight-strong execu- 
tive board. The hope Is that Mr Czura will 
be given a free hand In conducting bis 
review and implementing change. Mrs 
who still. heads company, will 

have to resist the temptation to look over 
his shoulder. 

And all those other directors most 

accept that some corners of the empire 
must be cot and others built up. Indeed 
the executive board itself should be 
slimmed down. The challenge is far the 
company to make its global network 
adaptable and more technically advanced, 
so that changes in commodity trade flows 
no longer confound ft 


Standard Chartered 


leading markets were in recession, strong 
revenue growth across the group was 
some achievement The star performer 
was foreign exchange, where profits more 
ttu>n as the hank cajttahsad on a 

strong franchise in volatile markets, ft is 
fair to question bow sustainable these 
profits are. But if volatility subsides 
e nough to rtamp ftwn, other parts of the 
business will benefit - for example, 
margins in the Hong Song mortgage 
market 

Fortunately for Standard Chartered, the 
stench hanging over Asia will probably 
deter predators. But investors with any 
risk appetite need not be so retiring. True, 
the pert six to 12 months will stm be 
difficult in Asia. At £8, though, the shares 
are <m an undemanding price/book ratio 
of 2.3. For a bank with excellent growth 
pro s pects and strong management, that is 
a steal 


UK engineers 


"Emerging market bank, with Asian 
focus": for sheer unfasMonabillty, that 
takes some beating. Hence the superficial 
logic for the 40 plus per cent slump in 
Standard Chartered’s share price since 
mid-ApriL But superficial is the operative 
word; the half-year figures hardly bear 
out investors' worst fears. Attributable 
profit may have fallen 10 par cart on a 
year earlier to £2S4m bat this included a 
big jump in bad debt provisions and 
adverse sterling movements. At constant 
exchange rates, pre-provision profits were 
up 44 per cent 

Considering that most of the bank’s 


About mice every four years Soctete 
Gtatarie de Surveillance, once a stalwart 
of the Swiss stock market, appoints a new 
chief ex ec utive . Tbe latest one, Antony 
Czura, has a tougher job than his two 
short-lived predecessors but — ironically - 
that «bmiid increase his fiMiwK of sur- 
vival. This time there is an air of crisis 
that should support a radical reappraisal 
of the family-controlled group. It has 
underperformed the Swiss market by 
about two fiords since the start of 1997 
and yesterday's profits warning rammed 
home its rnnHnnhy problems. 


Whatever the Monetary Policy Commit- 
tee nwirnTTiPM today, UK engineers have 
little to cheer. Since the June interest rate 
rise, the sector has underperformed the 
market by 16 per emit At a 38 per cent 
discount on a price/ earnings basis, there 
may seem only upside on offer to inves- 
tors. A pound nearer DM2.70 would cer- 
tainly give a welcome fillip to manufac- 
turing competitiveness and enhance the 
value of foreign earnings. But there is a 
danger that sterling fixation means inves- 
tors ignore the impact of slows - economic 
growth an earnings. 

Picking winners from such a diverse 
group is not easy. But yesterday’s good 
results from <3CN - earnings growth of IS 
per cent - give an insight into why it is 
valued at a sizeable premium to tbe sec- 
tor. It has minimal Asian exposure. Its 
local production moans the company suf- 
fers only from the translational effects of 
sterling strength. And unlike general 
industrials, such as Siebe or Weir, its 
exposure to the capital goods investment 
cycle is limited. Furthermore, itsinvest- 
ments in last-growing powder metallurgy, 
pallets and waste management win limit 
the impact of economic slowdown and the 
General Motors strike on its main auto- 
motive business. 

Few others are as well-placed , Unless 
Asian d emand recovers rapidly, there is 
little apart from bid speculation and 
dftforw* oonaoHdafi on to encourage inves- 
tors. The downgrades will continue even 
if sterling foils. 
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FT WEATHER GUIDE 


Europe today 

Scandtevle and north-eastern 
Europe wffi be coot and unsettled 
with heavy showers. Cantral and 
north-west Europe wfl be hot end 
sunny although Germany and Aus- 
tria may have Isolated showers. 
Most of the Mediterranean w* be 
very hot and sunny but thundery 
downpours are poartbto In southern 
Italy and the Batans. Eastern end 
nort h easte r n Eteope wff be unset- 
tled with heavy showers and cooler 
than recently. 

Hve-day forecast 
Most of Europe wH be fine and vary 
warm tomorrow with plenty of aim 
but northern Britan, Scandinavia 
and north-east Europe wl be 
cooler with rain. There wfi be Stile - 
change over the weekend, although 
much of western Europe wrt turn 
even heater. The warm and sunny 
weather should atao push Into 
souther n Scan dfrw v ta- 
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Investors puzzled by hostile 
intentions of AlliedSignal 

Investors and analysts are puzzled over the 

“■“g S*Afct«Wl the US manufiao- 
turer. In Its $9.Bbn takeover WcHbr AMP, the 
world s largest supplier of electric aid elec- 
tronic connectors. Hostile takeovers are increas- 
ingly rare in the US and several recent hostile 
Nddare have been beaten off by white knfoht 

bidders. Page 20 ^ 

Soccer super league rights battle 

The news that a num- 
ber of European soccer 
dubs have been 
approached about 
forming a super league 
has sparked anger 
within the game’s gov- 
erning bodies. One 
obvious bidder for the 
rights to such a league 
would be a new ven- 
ture being talked about 
by Mecfiaset, the Italian 
television company controlled by Italian media 
mogul Sfkrio Berlusconi, News Corporation's 
Rupert Murdoch (left) and Prince AJ Waleed of 
Saudi Arabia Page 18 

Moody’s reviews Japan ran groups 

Moody’s, the US credit rating agency, has put 
the debt of three of Japan's private noways 
under review for possible downgrade, fuelling 
concern about the Industry's losses from (and 
holdings. The agency said the review was 
prompted by high debt levels at Hanfcyu, Tokyo, 
and Kinkl Nippon Railway. Page 22 

Aeroflot secures $350m loan 

Aeroflot, the Russian airline, has secured a 
$350m syndicated loan from a consortium of 
International banks in the first significant trans- 
action for a Russian borrower tn the loan mar- 
kets this year. But the success of the Aeroflot 
loan, which will pay for 10 new Boeing 737 
aeroplanes, does not mean the market is 
reopening to other Russian borrowers. Page 28 

The hazards of mining in Mexico 

Banditry and kidnapping are not deterring north 
American mining companies from exploring one 
of Mexico's richest mineral belts, in Vie inhospi- 
table Guerrero mountains. Their interest Isa 
godsend to the state government, whose efforts 
to attract Investment outside the tourism belt 
have been hindered by Popular Revolutionary 
Army guerrites. Page 28 

30-year bund contract from Eurax 

Eurax, the new German/Swiss derivatives mar- 
ket, is to launch a futures contract based on 
30-year German government bonds, or bunds. 

In October. The Euro-BUXL is the latest sign of 
Eurax's determination to become the leading 
European derivatives exchange after next year’s 
launch of the single currency. Page 28 
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CHAIRMAN SAYS THE TELEBRAS PURCHASE PUTS THE SPANISHCOMPANY WELL AHEAD OF COMPETITORS IN LATIN AMERICA 


Telefonica defends acquisitions 


By Ton Born ta Madrid 


Joan. VHlalonga. rihaimwin of 
Tefefifeilca, yesterday brushed 
aside reservations over the 
high price the Spanish tele- 
coms operator paid last week 
for parte of Brazil's privatised 
Telebrfls network, saying he 
intended to increase the 
group’s stakes In die newly- 
acquired carriers. 

“Prom now on, there Is only 
one global Latto-American 
operator and that Is Telefon- 
ica,” he said in a review of the 

group’s Brazilian baying spree 
of dose to faStm. “AH the oth- 
ers are a long way behind.” 

TElefflnlca-lfid consortia won 
majority voting control of 


Telesp, the prized fixed-line 
business of S&o Paolo state, 
and of Tde Sudeste Cehilar, 
the mobile operator fax Bio de 
Janeiro and Espiritu Santo 
states, paying R$5.78bn 
CfdAbn) and BfLStibn respec- 
tively. The total of BfZUbn 
paid fiar the 12 Telehras compa- 
nies was a 81 per cent pre- 
luiurn to ttM* prlcft 

set by the Brazilian govarn- 

ment 

The Spanish operator has 
stakes fax Telesp and Tele 
Sudeste Celolar of 1S.7 per 
cent and Hi pa* cent respec- 
tively. Mr vfiialanga forecast 
that Telefonica would. up 
controlling 60 per .cent of 
Telesp and 75 pre* cent of Trie 


Sodesta Calular when the final 
shareholder base of the two 
operators was fixed la the 
coming weeks. 

His comments came after 
concern was expressed over 
the price Telefonica paid for 
its acquisitions by RBS, its 
Brazilian partner In Telesp, 
and by NTT and Itochu of 
Japan, minority members of 
consortium that won control of 
Trie Sudeste Celular. 

Despite Mr VUlalanga’s com- 
ments, Telefonica shares foil 
2.7 per cant on the Madrid 
bourse yesterday, dropping 
PtaZOO to Pta7,lfl0 In a weak 
market. The shares rose aa 
high as Pta7,£80 when the 
TelebrAs deals were 


announced. Mr Vfllakuxga ft a lti 
Telesp would double its line* 
to lim over the next two years 
and its net profits would multi- 
ply by four over the period. 

He said Trie Sudeste Cehilar 
would post a similar income 
.increase through to 2000 as it 
lifted its subscribers from 
960,000 to 2J8m. “There are five 
mfflimi Telesp clients waiting 
for a phone and ww and a *»»if 
million people who want a 
Trie Sudeste Celular mobile, " 
he said. 

Mr VHlafoaga said Telefon- 
ica WO Uld A dd itio nally rrmwago 

Trie Leste Celular, the ronhiy. 
operator in the stale of Bahia 
that was bought by a consor- 
tium led by the Spanish gener- 


ator Iberdrola. It would also 
hold a maximum 38 per cent 
stake in Telesp Celular, the 
S&o Paulo mobile operator 
acquired in the Telebrds sale 
by a consortium led by Portu- 
gal Telecom. 

Telefonica Is also negotia- 
ting a stake of around 10 per 
cent of Embratel. Brazil’s 
long-distance operator that 
was acquired by MCI of the 
US. the Spanish group's strate- 
gic ally. “Telesp is Embratel 
biggest client Mr Villa] onga 
said. Analysts estimate that 
the Brazilian acquisitions will 
dilute Telefonica's earnings 
per share by 2 per cent this 
year, by 3J3 per cent next year 
and by l per cent in 2000. 



Peter Sutoh, chelnii sn of Ca lh ay Pacfflc: *1 cannot— rey prospect ofslgnWcant Improvemen t ’ 

Cathay Pacific dives to 
first-half loss of $22.6m 


■Reuters 


By Lotise Lucas fa Hong Kong 


Cathay Pacific, the Hong 
Kong-based airline, yesterday 
recorded a HK$175m <$22.6m) 
loss for the first -half of the 
year - Its first plunge into the 
red fax mare than two decades 
- and warned of another tough 
period ahead. 

The Aslan financial crisis, 
which has weakened curren- 
cies. and depressed toami fax 
the airline’s big Asian mai> 
ksts, was largely to blame far 
the loss, which compared with 
a profit of HKfcLOTbn at the 
halfway stage last year. It was 
sharply lower than analysts* 
forecasts. The dividend has 
been slashed from 11.5 HK 
cents to 8 HEcents. 

Pater Ru t ch , chairman. Mid: 
“For the immediate future, 
and certainly for the second 
half of this year, the envinm- 
ment- is -expected to remain 
exceedingly tough, and 1 can- 
not see any prospect of any 
stgniflcaixt improvement 

Cathay is braced for the 


impact in the current quarter 
of Hong Hong's new US$20bn 
airport at Chap Lev Kbk, It 
began inauspldously last 
month whan HACTL, the terri- 
tory's biggest airfreight 
handler, declared a morato- 
rium an imparts and exports 
while It unravelled problems 
at its new cargo facility. 

Mr Stitch said the may hem 
cost Cathay Faciflc HKIffiOm 
in lost revenues last month, 
but will exact a smaller toll 
this nwmth- 

But cargo duos is only the 
start. Airport charges for 
Cathay Pacific at the new air- 
port are around 70 to 80 per 
cent higher than before. 

Hong Kong’s sharp down- 
turn in tourism, which began 
after the handover of sover- 
eignity last July, has hurt both 
the hotels and airlines. The 
drop fax business travellers hna 
also had an impact 

Those BtOl travelling, Bald 
Mr Turnbull, had a greater 
tendency “to move from the 
front end to the hack (economy 


class)" resulting in lower 
margins. 

However, Cathay Pacific arid 
It remained committed to its 
purchase orders of new air- 
craft The group has already 
cut costa by laying off staff 
and is constantly reviewing Its 
routes. Many Asian routes are 
operating on slim yields. 

Mr Sutch said: “The fact is 
there are Japanese routes 
which have never lost money 
in my memory which are now 
losing money.” 

Another option Is Joining an 
alliance. That Is unlikely 
before Christmas, Mr David 
Turnbull, managing director, 
said: “We have a Choice of 
choosing an aUl&noe that cur- 
rently exists or doing nothing, 
mill I doing nttfhlp g is 
the least attractive option.” 

The loss per share at the 
Interim stage was 5.2 HK 
cents, down from earnings of 
3L1 HK cents at the halfway 
stage last year. 


Cathay is braced for the front end to the hack (economy Canton ptan affiance, Pegs 2 

Swedish paper group shares 
slide 6% after pricing alert 

By TtmBurt In Stnddiolni __ “These figures are a bl 

— - — 1 .jSreillta. \ ■ amrin h nw i t nnri tha mn 


Shares in- AsriDam&n fril math 
than 6 per cent .after the Swed- 
ish forestry products group 
warned that Asia's economic 
crisis - and overcapacity In 
North America could exacer- 
bate pricing pressures in the 
pulp and paper industry. 

The company - a leading. 
Scandinavian producer of car- 


ton board, packaging and Uner 
paper - said demand was 
weakening In several sectors 
and was unBkriy to pick up 

this year. 

Shares in the group fell 
SKxl&SO to SKxSOL . 

Lennart AbJgren, chief exec- 
utive, said improved pricing 
trends in the first quarter had 
been thrown into reverse in 
recent wiwirtw by falljwg Asian 
dimwmfl for p>ftfa»gtiig paper. . 

fax flrtiHHcm, ha said surplus 
Hn er output to the US could 
persuade producers to increase 
exports to Europe; undermin- 
ing setting prices there. 

“We -have Seen weakness in 
European prices and reduced 
exports to Asia,?* be said. 
“Thare are’ slgns of falling 
prices and we need to send 
warning signals for ' the second 
Ttatf ffiat there is a big risk 
that negative trends will esca- 



Volatile • demand helped 
reduce pre-tax profits 4 per 


[smut Ahlgron: w mE nj tisali 

to SKr827m (yinsm) fax the 
first half - amfidderabty below 
market expectations of about 
SKrSTOm. 

Although operating profits 
rose from SKrl.02bxi to 
SKruifan, margins shrank by 
1 percentage point to 9 per 
cent as sales rose from 
SKriaibn to SKrll^bn. 

Several industry analysts 
expressed dismay at the fig- 
ures and questioned the wis- 
dom of AsslDoimfln's -spending 
spree in recent years. The 
group has invested an esti- 
mated SKrZObn in acquiring 
bolt-on companies and refur- 
bishing papermaking 
m a ch ines . ■ 


“These figures are a big dis- 
appointment and the company 
cannot blame the market 
entirely; they have not tailored 
their own output to demand,” 
said one paper analyst in 
London. 

.Of -the group's five main 
operating divisions, profits in 
the forestry and timber aim - 
the group's most profitable 
a ctivit y - were flat at SKr702m 
following average price falls of 
3 per cent for sawn timber. 

fax packaging, profits rose 
sharply from SKr20Bm to 
SKt286m, but Mr Ahlgren said 
the division's market prospects 
were uncertain because of 
excess supplies and strong 
price competition. 

Profits In Kraft Products, the 
paper sacks business, also 
increased strongly from 
SKT22m to SKFIS&n following 
contributions from acquisi- 
tions and pulp sales. But in the 
second quarter, operating prof- 
its fell SKr28m amid lower sett- 
ing prices and higher costs. 

Difficult conditions were 
also encountered in carton, 
which recorded a loss of 
SKrSSm compared with gains 
of SKraxn last time, and bar- 
rier coating where profits rase 
from 8Kr43m to SKr45m. 

iforrring s per share fen from 
SKrfL5 to SKr5. 

Pressure oh pufa prices, Paged 
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Interims down 
4% at Standard 
Chartered 


far Georgs ffiabwa, 
Banking Edftor 


Standard Chartered, the 
London-based international 
bank, saw its market capitalis- 
ation drop below £Sbn yester- 
day. Its share price foD 20p to 
603p in the wake of a 4 per 
cent drop In first-half 
profits to £41fim ffissem). 

The foil revived speculation 
that the bank, which this year 
was being eyed by Barclays of 
the UK and Citibank of the US 
as an acquisition, might prove 
an a t t r act i v e takeover target 

But Standard Chartered’s 
management which reported a 
44 per cent jump in pre- 
provision profits to £805m but 
a leap in bad debt provisions 
to £lB9m from £36m, re- 
affirmed their determination 
to stay - Independent. 

“We are not interested. The 
fact is that whan the market 
capitalisation has been high, 
people have been interested, 
and when it's low. that inter- 
est has disappeared,” said Sir 
Patridi Qjflam, chairman. 

Rana Talwar, who will take 
over as chief executive, said: 
*Tt is true that at £6 a share we 
are more bite-sized than we 
are at £7 or £9, but we all 
firmly believe that from our 
point of view this is absolutely 
the wrong time even to con- 
sider doing anything of that 
kind." 

Malcolm Williamson, outgo- 
ing chief executive, said: “It 
would be the steal of the year 


if anyone got us at today's 
share price.” 

Standard Chartered shook 
off the worst economic prob- 
lems In its core Asian markets 
with a 32 per cent increase in 
first-half revenue to £l£lbn. 
Consumer banking held steady 
with profits before provisions 
of £213m, while corporate 
hantring climbed 25 per cent to 
£L9Tm before provisions. Trea- 
sury operations doubled before 

provisions to thunks to 

strong foreign exchange deal- 
ing. 

However, the bank made net 
Specific bad debt provisions of 
£142m. and set aside another 
£50m in general provisions. 

Mr Talwar said: “There is a 
flight to quality from which 
we are * bene fitting. . Local 
banks are closing down or 
restructuring and several Jap- 
anese and European banks are 
withdrawing to their home 
markets." 

But Sir Patrick said: “We do 
not expect the economic situa- 
tion to improve in the immedi- 
ate future. Indeed, in some 
countries it could get worse. 
The current turbulence leads 
us to be cautious about the 
short term.” 

As a sign of long-term confi- 
dence, however, he announced 
a 19 per cent increase in the 
interim dividend to &25p, on 
earnings per share of 25. 8p 
(2&Sp>. 

Shares veer sbarpty, Page 24 
Lax, page 16 


Aetna stock 
rises as 
results 
strengthen 

By John Aathas In New York 

Shares in Aetna, the largest 
US health insurer, leapt 8 per 
cent to morning trading yes- 
terday as its second quarter 
results reassured the market 
that the worst Is over follow- 
ing the company's troubled 
integration at US Healthcare. 

Overall operating earnings 
for the second quarter were 
6153m, or to £5 per share, com- 
fortably ahead of the First Call 
consensus of S0.91. Once 
unusual items were excluded, 
operating profits were $177 Am, 
down from SlBS.Bm in the sec- 
ond quarter of 1997. 

Aetna's share price is still 
suffering the aftershocks of 
the $8-9bn acquisition of US 
Healthcare, the largest US 
health management organisa- 
tion, In 1996. 

Attention focused on its core 
healthcare business, where 
operating profits reached 
$104.6m, thanks to reduced 
medical costs. This was up 
from tfOO&m in the first quar- 
ter, although Still for hfhind 
the S131Bm the health organi- 
sation registered in the second 
quarter of last year. 

Integrating the US Health- 
care's operations into the rest 
of Aetna, a traditional health 
insurer, proved much more 
demanding and expensive than 
managers had thought, with 
the result that the company 
twice warned on profits. It 
took a charge of S275m for 
integration costs In late 1996, 
and a 5103m charge for higher 
medical risima than expected 
in September last year. 

Aetna has also been dogged 
by bad publicity about service 
delivery problems, although 
Richard Huber, the company's 
chief executive, hni said the 
difficulties were largely caused 
by the company's ambitious 
attempt to establish a new sin- 
gle computer platform for pro- 
cessing its claims. 

In spite of the problems, Mr 
Huber said the total number of 
people enrolled with Aetna 
had risen 4.1 per cent in the 
last 12 months to 4.77m. 

By midday, Aetna’s share 
price stood at $7DA, up S&A or 
more than B per cent for the 
day. However, it remains for 
below its high of $114, set in 
August last year. 

The company was helped by 
strong results from its US 
retirement savings operation, 
and from its international 
insurance business. Aetna 
Retirement Services raised 
operating earnings by 27 per 
cent year-on-year to $72Jhn. 


This anflounowmnt appears as ■ matter of racord only. 
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MEDICAL EQUIPMENT SWEDISH GROUP'S UNDERLYING RESULTS UP 11% AS GERMAN COMPANY BEATS EXPECTATIONS 


Gambro, Fresenius post first-half advances 


By Tan Bat a) Stockholm and 
Tobias Bock in Bnm 

Gambro, the Swedish 
medical technology group, 
yesterday announced an 11 
per cent increase in underly- 
ing first half profits follow- 
ing the completion of its 
lengthy transformation from 
an industrial conglomerate 
to a healthcare business. 

The company, formerly 
known as Incentive, saw 
operating profits from ongo- 
ing operations rise from 
SKrfil4m to SJEfrSOlm 
($$U3m) as sales increased 
from SKrlO^bn to SKrtO.Sbn 
in the period to Jane 30. 


Meanwhile, Fresenius, the 
fast-growing German medi- 
cal equipment group, 
exceeded analysts' expecta- 
tion with first-half pre-tax 
profits up 24 per cent to 
DM269m ($L51m). 

The improvement at Gam- 
bra was dominated by con- 
tributions from Gambro's 
dialysis products and care 

services, which pushed prof- 
its in medical technology up 
from SErTTSm to SKrSlSm. 

Gambro’s most commonly 
traded B shares, however, 
fell SKT14J0 to SKtVX) after 
Lilia s, chief execu- 
tive. described the figures as 
unsatisfectory and warned 


of margin pressures in the 
second half. 

He blamed the problems 
on disrupted production of 
dialyzers - filters used in 
dialysis products - and a 
weak performance cardiopul- 
monary care. 

Mr Lilius has ordered a 
strategic review of the dialy- 
sis products business, lead- 
ing to an accelerated 
restructuring of that busi- 
ness. He said operating mar- 
gins in t.hp group's main 
medical technology business 
would not improve before 
the year-end. 

In the first six months, 
operating margins fen from 


122 per cent to ai per cent 

Group operating profits 
were flattered by a SRr83m 
contribution from MacGre- 
gor, the materials handling 
business. Last month Gam- 
bro announced the comple- 
tion of its seven-year 
restructuring by selling a 
majority stake in MacGregor 
to Indnstri Kapital, the ven- 
ture capita] group. 

Pre-tax profits fell from 
SKrli.7bn to SKrl.33bn - 
largely distorted by last 
year’s SKrll.lhn g*tn on the 
sale of Gamhro's shares in 
Asea Brown Bovezi to Inves- 
tor, its sister company in the 
Wallenberg sphere. 


The effects of the disposal 
reduced earnings per share 
from SKr28-70 to SKI2-32. 

At Fresenius. profits after 
tax rose 19 per cent to 
DM138m, on revenues of 

DMA29bn Against DMSufilbn 
last year. Fresenius* hospital 
and home care business 
brought in the bulk of reve- 
nues. with sales of 
DMl.02bn, up 22 per cent 
from DM834bn last year. 

Gerd Krick, chairman, said 
efforts to concentrate on the 
company’s core activities - 
pharmaceuticals and dialysis 
treatment - had paid aft 
The loss-making US home- 
care and diagnostics 


‘Super league’ the goal for Europe’s TV groups 


Rights to sports events are ever more important to broadcasters, 
write Patrick Harverson, Paul Betts and John Gapper 


t 

W ith every passing 
week, the value of the 
rights to sporting 
events such as national foot- 
ball leagues to Europe’s 
nascent digital pay-televi- 
sion services and wristing 
broadcasting networks 
becomes clearer. 

The confirmation yester- 
day that Media Partners, the 
Milan-based consultancy, 
has held talks with a num- 
ber of football clubs with a 
view to forming a European 
super league of 16 teams is 
only one element in a web of 
negotiations. 

Italy has also become the 
centre of a political battle 
over the rights to broadcast- 
ing soccer matches on 
pay-TV, involving not only 
the state broadcaster RAI 
and telecommunications 
group Telecom Italia, but 
Rupert Murdoch. 

Media Partners, which 
negotiated Europe's first 
pay-per-view football deal for 
the Italian league two years 
ago, is run by Rodolfo Hecbt, 
a well-known figure in Ital- 
ian media circles who has 
links with SQvio Berlusconi, 
the entrepreneur and former 
prime minister. 

Although the company is 
not owned by Mr Berlusconi, 
its super-league initiative is 
believed to have his full sup- 
port - not least because his 
dub, AC Milan, stands to 
gain if the new competition 
gets off the ground. 

Media Partners’ plan has 
grabbed the attention of 
Milan and other big Euro- 
pean clubs because its new 
competition offers partici- 


pants two enticements not 
available in the existing 
European Champions 
League. 

These are guaranteed 
entry into the competition 
every year and much more 
money from television and 
sponsorship foes. It Hunks it 
can generate greater reve- 
nues for its competition than 
Uefa, European football’s 
governing body. 

The key, as ever, is televi- 
sion. A new league featuring 
all of Europe’s best- 
supported dubs playing mid- 
week games, culminating in 
a knock-out stage in spring, 
would be an attractive pro- 
gramming proposition. 

Analysts believe they 
would be willing to spend 
hundreds of millions of 
pounds to secure the rights 
to such a competition - 
which would probably be 
broadcast an a pay-per-view 
basis - with more cash 
going to the dubs involved. 

For the moment. M edia 
Partners is trying to win the 
support of the big European 
dubs.- Yet the chibs remain 
wary of incurring the wrath 
of their domestic governing 
bodies and of Uefa. which 
are all opposed to the idea. 

One obvious bidder for the 
rights to the super league - 
if launched - would be a 
new venture being talked 
about by Mediaset, the Ital- 
ian television company con- 
trolled by Mr Berlusconi, 
Rupert Murdoch’s News Cor- 
poration, and Prince Al Wal- 
eed of Saudi Arabia. 

These partners are at the 
early stages of talks about 


mirin g a 20 per cent gtaka in 
Kirch Group, the German 
media company, to provide It 
with financing. The new 
group would become a pan- 
European broadcaster. 

However. Mb’ Murdoch 
appears to be more con- 
cerned in the short-term 
with negotiating rights to 
the mrlgting - Italian football 
league — even though this 
itm gup faces disr uption if the 
European super league 
becomes real. 

Telecom Italia, with the 
state RAI broadcaster plans 
to launch a new digital 
pay-TV platform called 
Stream to compete against 
TelepiO, the existing net- 
work, which is SO per emit 
' controlled by the French 
group Canal Plus. 

But to make Stream viable 
- it lost LSOObn (3114m) last 
year on turnover of T.ivhn — 
Telecom Italia is seeking to 
wrest the Italian pay-TV soc- 
cer rights from Telepnl when 
its c ur re n t contract with the 
Italian football league ends 
next year. 

With the help of its invest- 
ment banking adviser, Mor- 
gan Stanley, Telecom Italia 
has proposed a L4^00bn 
package to the Italian league 
for the pay-TV rights for the 
next six seasons. The Italian 
league is to review the offer 
thk autumn. 

However, Mr Murdoch’s 
possible involvement in the 
venture and in Italian foot- 
ball has provoked a political 
storm in Italy, with the 
establishment worried over 
the possible repercussions 
on the RAI state network. 
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PaotoMafaSnlof AC Mian, likely to be In aiy new league Aflsport 


Meanwhile, the discus- 
sions with Mediaset on the 
Kirch Group venture could 
embrace other partners. 
There are suggestions in 
Italy that TFT, the French 
television network owned by 
the Bonygues construction 
group, may be interested. 


For the moment. It is 
unclear exactly which of the 
shifting negotiations and 
alliances will bear fruit, 
either in sporting rights or 
broadcasting ventures. The 
one cl Bar thing is that sports 
are ever more vital to televi- 
sion. 


Skandia flat 
despite savings 
and assets rise 


By Tkn Bwt la Stockholm 


Skandia. Sweden’s largest 
insurer, yesterday 
announced flat first-half 
profits in spite of sharply 
increased long-term savings 
and strong growth in assets 
under management 

The group, which claims 
to be tbe world’s fourth larg- 
est unit-linked assurance 
company, reported pre-tax 
profits of SKr3-l8bn (3401m) 
for the six months to June 
30, down slightly from 
SKr3.25bn last time. Turn- 
over rose 13 per cent to 
SKr42.2bn. 

Although tbe operating 
result was almost 
unchanged at SKr3.fllbn, 
Lara-Eric Petersson, Skandia 
chief executive, said under- 
lying profits were up 35 per 
cent on a rolling 12-month 
basis. 

‘ The strongest growth was 
seen in long-term savings, 
where profits rose 19 per 
cent to SKrl.39bn amid 
strong demand for unit- 
linked products, which offset 
lower results in life assur- 
ance. ' 

Asspfet Tiniipr mawngwnant 

meanwhile, rose SKr76bn to 
SKr548bnJPnjper£y and casu- 


alty insurance also reported 
increased profits, up. from 
SKr2.88bn to SKr2.98bn, 
while investment income 
remained steady at 
SRr&SSbn. 

“The property and casu- 
alty insurance market is 
characterised by fierce com- 
petition,” said Mr Petersson. 

“But the strong invest- 
ment return, combined with 
an improved technical 
result, has led to a better 
operating result than in the 
preceding year.” 

He added that the restruct- 
uring of that division had 
been completed following 
tbe 6ale of the group's Ital- 
ian property and casualty 
insurance companies. 

Premium income in prop- 
erty and casualty ins ur a n ce 
fell from SKriL2bn to 
SKrlOJfon. That was offset 
by increased premiums on 
long-term savings - up from 
SKr24.5bn to SKr28.4bu - 
while Income from other 
savings products jumped 
from SKrl.72bn to 

Earnings per share rose to 
S&4.34, up from SKr4LB4. 
But Skandia- shares fell 
SKrR50 to SKrl3a50, in fine 
with the maritet. 


branches of the company’s 
Fresenius Medical Care sub- 
sidiary were sold off this 
year, but not before driving 
EMC info the red, with a loss 
of DM43m. 

However, analysts were 
happy with the results. "If 
you take extraordinary 
losses into account, FMC 
and Fresenius itself have 
been doing very wen,” said 
Oliver M&ier, analyst with 
Dresdner ffldnwort Benson 
in Frankfort. He forecast 
that growth would acceler- 
ate in the third and fourth 
quarter. 

The shares slipped BM3 to 
DM290. 


Dutch 

steel 

group 

surges 

By Jeremy Gray 
in Amsterdam 


Healthy European demand, a 
shift upmarket and a big 
acquisition enabled Hoogov- 
ens, the Dutch steel and 
aluminium maker, to doable 
Its first-haff earnings in spite 
of economic "turmoil in Asia. 

Net profit surged . 99 per 
cart to FI 386m (3192m), .well 
above most analysts’ expec- 
tations, an sales ot F15.67bn, 
up 265 per cent from a year 
earlier. Both its. heavyweight 
steel and growing alumin- 
ium operations played a part 
in the g»fr» 

Apart firm higher prices 
for its products* the earnings 
surge was “the result of Hoo- 
govens’ policy to concentrate 
increasingly on products 
with added value' 1 , the com- 
pany said. 

Hoogovens, which over the 
past few years has put 
together an Impressive list of 
alllanrPK , s gM m ur.h of the 
first-half sales increase came 
from a prudent product mrc 
and tire consolidation of its 
50 per cent stake in HB Hold- 
ing (formerly, known as 
Bog]), the Belgian . steel- 
maker which was acquired 
last year. 

The impart- from Asia had 
been “limited”, the group 
saIH adding that the main 
factors had been “the fall in 
the price of primary alumin- 
ium and the higher steel 
demand from Europe". 

“While returns from the 
aluminium division more 
than tripled in the six 
months, the main profits 
driver, remains output of 
crude steel and deliveries of 
its rolled product, which 
accounts for 83 per cent of 
operating profit" 

Terence Sinclair, an ana- 
lyst at Salomon Smith Bar- 
ney in London, said Boogov- 
en s’ shares were still 
undervalued after yester- 
day’s 7 per cent rise to 
El 9230. 

“Market expectations of 
[Hoogovens’] share price 
need to be higher." Mr Sin- 
clair said. Investors had not 
factored in the company’s 
restructuring efforts of the 
past 18 months, he said, nor 
the absorption of HB Hold- 
ing. Hoogovens’ aluminium 
operations were also “mak- 
ing mare money th«w people 
had expected”. 

Earnings from the alumin- 
ium business soared 347 per 
cent in the six months, to 
FI 132m. ' 

Hoogovens said the rise 
was driven by a shift to 
more added-value products 
and a recovery in selling 
prices. 

Attbough-primazy alumin- 
ium prices have been soft 
this year, 'the Dutch com- 
pany sells products made 
from tbe metal, where prices 
have been firm. 

Sales of rolled - and 
extruded aluminium prod- 
ucts rose 5 per coxL 

The first-half earnings 
“provide a sol id foundation. 
Profits in the second half are 
likely to be comparable with 
those in the corresponding 
good period in 1997." the 
company said. 


NEWS DIGEST 


SPAIN 


Banco Central Hispano 
calls off FCC talks 

Banco Central Hispano. the Spanish banking fflW. hw 
broken off negotiations to bufld a laige gate m Fo mamo 
de Construcclones y Contratas. one of the county's larg- 
est listed conglomerates. The wtftdfaw^ leav^ foe w^ 
dear for other domestic and foreign groups ^JkhentWK 1 
bids earfler this year for the 28 percent of FCC that had 
been put up for sale by Alicia KoplowRz. part-owner of the , 

bought out her site's stake for Pta136bn {5899m), giving 
ber54 per cent of FCC.BCH, which has an axfetmg cross- 
share arrangement with FFC and had been one of the 
main blddere for Alicia’s stake, subsequently began to 
negotiate the purchase of part of Esther’s equity- 
The bank will now se8 its 3 per cent stake In the con- 
glomerate and FCC wfllseflthe 6 per cent ft owns In Dra- 
gados, the domestic construction group 20 percent-con- 
trorted by BCHL is expected to buy part of the stake mat 
FCC w«i seD In the construction company and Dragados 
wfll pull out erf a joint venture with FCC that was agreed 
last year to develop their international businesses. 

The banking group was understood to have become 
fmpafemt with alleged delaying tactics by Esther Koptowftz 
during its. negotiations with FCC. But there was market 
speculation yesterday that BCH could have been upstaged 
by a rival seeking to buy into Ms Koptowitz’s diversified 
business empire. ■ ■ ‘ . 

The conglomerate, which has widespread interests In 
urban services, cement end real estate as well as Its core 
construction business, recently announced plans to 
develop a large hotel group in partnership with Aigentaria, 
the domestic banking group and Barceto, a large Majorca- 
based tour operator. BCH is understood to have been 
opposed to Fee’s move into the hotel sector. 

Tom Bums, Madrid - 


EMGfflgBING 

Rising demand lifts Rauma 

Rauma, the Finnish engineering group, yesterday reported 
a 14.5 per cent increase In first-half profits following rising 
demand for forestry machinery and crushing equipment 
The company, which also makes construction equipment, 
industrial valves and fibre processing technology, ■ . 
announced pre-tax profits of FM3>4m ($87.4m) tor the first 
six months of the year, up from FM318m last time, as 
sales climbed from FM45bn to FM5.4bru 

At the operating level, profits rose from FM338m to 
FM398m because of increased volumes in all revisions and 
the benefits of cost cutting last year. The sharpest 
increase was seen in forest machines, where profits rose 
45 per cent to FM71 m in the second quarter as papermak- 
ers Increased output. 

Hefkka Hakala. chief executive, sakl contributions from 
busfriesses acquired last year would underpin further vol- 
ume and profits growth In the second half. Earnings per 
Share for the first six months rose from FM4.24 to FM4.87. 
Thn Burt, Stockholm 


SOUTH KO REA _ 

Kepco soars on currency gain 

Half-year net profits at Korea Bectric Power (Kepco), 

South Korea’s state-run electricity monopoly scheduled for 
privatisation by 2002, soared from Wonl 1 0.5bn to 
Won474.7bn ($386m) on sales up 12 per cent to 
Won6,580bn. Analysts said Kepco had benefited from the 
appreciation of the Korean currency on its US doUar-de- 
nominated debt. The won has strengthened by nearly 40 
per cent against the dollar since the end of last year. 

Kepco has cut capita] expendibles on plant expansion, 
while costs on imported raw materials, such as coal, 
remained weak. Kepco reduced spending by Won160bn 
by focusing on low-cost power facilities, such as nuclear 
and cod-fuelled plants, instead of those run by crude oB. 

Analysts said the sharp jump in Kepco ’s first-half profits 
also reflected poor earnings a year ago, when profits foil 
by 67 per cent because of large tax payments and high 
fuel prices. John Burton, Seoul 


TECHNOLOGY 


US markets buoy Nice Systems 

Nk» Systems, the Israeli-based international developer 
and provider of digital recording systems, yesterday 
reported a sharp rise in first-half revenues and income, 
with the US market driving growth. Ftevenues grew 66 per 
cent to $47m. Net income Jumped 115 per cent to $9.9m. 
fnclucfing one-time charges of $9.02m for acquisitions, 
reorganisation and relocation expenses, net income 
dropped to $900,000. The one-off charges were set 
against second-quarter results, leading to a net loss of 
$4m compared with a net profit of $2.45m for last year’s 
second quarter. Revenues for the quarter jumped 60 per 
cent to $24m while net Income, excluding one-off 
expenses, rose 106 per cent from 32.45m to $5.1m over 
the same period. 

Meanwhile BUt, the defence communications company, 
reported a sixth consecutive quarter of growth. Sales rose 
15. per cent to $1 00.3m .while net income increased 33 per 
cent, from $5.1 m to $6.8m. 

Judy Dempsey, Jer usalem 


STEEL 


Sales and shipments aid Ispat 

Strong growth In sales and shipments helped Ispat, the 
international steel group, to a 49 per cent increase, to 
$140m, in second-quarter profits before Interest, taxes, 
depreciation and amortisation. For the first half, profits 
rose 64 per cent $281 m. 

The gropp said yesterday net sales had climbed 33 per 
cent to $692m for the quarter, and by 38 per cent to 
$1 _37bn for the six months. Financial staff 



hit Den norske Bank 


By Valeria SUM In Oslo 


Den norske Bank, Norway’s 
leading financial services 
group, yesterday reported 
lows’ first-half net profits of 
NKrl.l69bn (3154m), com- 
pared with NKrL4S4bn last 
time. 

The fall was doe to heavy 
losses at its shipping busi- 
ness and a rise in Interest 
rates. Weakness In the dry 
cargo market affected busi- 
ness to shippers. 

The hank said a NKnTOm 
loss in its shipping division 
and losses of NKrlSOm for 
risks associated with low oD 




prices and an Interest rate 
Increase, were the factors 
behind thg decline. ■ ■ 

At the same time, a rise in 
Norwegian money market 
rates earlier this summer hit 
net interest income, which, 
fell to NKr2.12bn from 
NKr2.136bln. 

“First-half profits must be 
considered satisfactory, in 
spite of heavy losses w ithin 
shipping ” said John Giver- 
holt, chief financial officer 
and acting chief executive. 

“lam particularly pleased 
' that tncftrpa on hanking ser- 
vices and other products not 
based on interest rate mar- 


f 


gins has continued to cHnih, 
rising to 46- per cent of the 
group’s total income in the 
second quarter " . 

The company expects mar- 
. gins to improve in the third 
quarter and to see the full 
impact of the adjustments by 
the fourth, quarter, after 
. interest rates, are adjusted 

later thtc month 

Pre-tax * profits before 
extrao r dina r y lueses rose to 
NKrl.mbn, from 

NKrL335hn. After extraordi- 
naries. they dropped to 
NKrLAMbn. from 

NKrLSOSbn. 

“The results before losses 


weren’t that bad.” said luge- 
mar Persson, bank analyst 
at Ards Securities in Oslo. 

It was a bit better than 1 
expected. Vital Forsikrlng 
[the insurance unit] was sig- 
nificantly better because of 
unrealised capita] gains from 
the first quartet - 
• Christiania Bank, the 
country's second .largest 
banking group, reported a 
38 per cent rise in second- 
quarter net profit to 
NEr722m, reflecting large 
nonrecurring items. 

Operating profit before 
losses and profits- bn 
long-term securities rose to 


NKr759m, from NKr458m. 
while operating profits rose 
to NKr737m, from NKr54lm, 
after a non-recurring Item of 
NKriSOm. 

Profit from ordinary 
operations' was similar to 
last year's second half tak- 
ing into account income 
from the sale of converted 
shares and the successful 
outcome of a lawsuit, total- 
ling NKr288m, and costs 
related to the bank’s 150 th 
anniversary. 

The bank controlled its 
. loan growth and wiatntefofd 
the quality of the portfolio, it 
said. 
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Colombian energy 
groups sell 65% stake 


By Adam Thomson in Bogota 

A consortium of US-based 
Houston Industries and the 
Venezuelan based Electricity 
of Caracas has paid $545m 
for a 65 per cent stake in two 
electricity distribution com- 
panies in Colombia. 

The two companies, Elee- 

trocaribe and Electrocosta, 
are the distribution arms of 
Corsica, the state-owned 
electricity company on the 
Atlantic coast The govern- 
ment plans to sell 65 per 
cent of Corsica's generation 
anti transmission divisions 
on August 19. 

Corsica's sale has now put 
46 per cent of Colombia's 
electricity distribution into 
private hands. Already, 
some 50 per cent of genera- 
tion capacity la privately 
owned. 

The latest sale adds to the 
US-Venezuelan consortium’s 
growing portfolio of electric- 
ity operations in Colombia. 
Last year, it entered the 
local market with the acqui- 
sition of the generation and 


distribution company Epsa, 
for $498m. Combined, the 
consortium's distribution 
capacities now account for 
about 20 per emit of national 
demand. 

Yesterday's sealed enve- 
lope auction values the two 
distribution companies at 
fl.07bn, well above the the 
government’s minimum of 
$839ul They account for 15.3 
per cent of domestic electric- 
ity demand, and are the least 
efficient of all Colombia's 
distribution companies. 
While the two companies 
cater far the region with the 
highest average electricity 
d eman d, electricity theft and 
poor debt collection have led 
to monthly losses of $35m. In 
total, the two companies 
accumulated debts of $77Qm. 

“This investment has a 
high risk-return profile," 
said Stephen Edkins, utili- 
ties analyst at Santander 
Investment’s Colombia 
office. “There is a good 
chance of being able to turn 
these companies around but 
the new owners will have to 


be aggressive.” 

Industry experts say the 
likely course of action will 
be to severe cuts in the 
workforce and to crack down 
on non-payment of bills. 

The sale comes as both a 
success and a relief for Presi- 
dent Ernesto Samper’s out- 
going government. Heavy 
loss® in Corsica's distribu- 
tion arms put added pres- 
sure on the country’s mount- 
ing central government 
fiscal deficit, currently proj- 
ected at 5.1 per cent of the 
country’s GDP this year. . 

The sale also buries two 
weeks of controversy follow- 
ing the last-minute postpone- 
ment of Carelca's original 
sale dates, July 23 and 28. 
The government was unex- 
pectedly forced to push back 
its timetable when the coun- 
try's public services superin- 
tendent. Jose Ricardo Tafur, 
refused to give the go-ahead 
on technical grounds. 

The outcome of the sale 
clears the way for the second 
leg of Carelca's capital injec- 
tion. 



AlliedSignal’s hostile bid draws frowns 

Tactics over AMP seem out of place In a world of friendly mergers, writes William Lewis . 


nvestors and Wall Street 
analysts spent yesterday 
puzzling over the hostile 
tactics being employed by 
AiliedSignal in its 48-Sbn all- 
cash takeover bid for AMP, 
the world's largest supplier 
of electric and electronic 
connectors. 

Some investors said they 
were co n c e rned about the 
size of the 54 per cent pre- 
mium being offered by 
AiliedSignal. but most of 
their foens appeared to be on 
the company's surprise deci- 
sion to launch a tender offer. 

Hostile takeovers are 
becoming an increasingly 
rare event in the US, with 
most of the large deals now 
being completed as friendly 
mergers of equals. 

Data provided by Securi- 
ties Data Company, the 
mergers and acquisitions 
information consultancy, 
shows that just 3£ per cent 
of all announced takeovers 
in the US this year have 
been hostile, against 7.1 per 
cent in 1996 and 13.6 per cent 
in 1996. 

In 1988, approximately 25 
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» Turnover up 3% to R13.6 biUion • Headline earnings per share down 10% to 592 cents 
Headline earnings down 8% to R469 million ft Operating earnings up 9% to R975 million 
# Interim dividend maintained at 170 cents per share 
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< OMMI NT ON KIM I IS 


Although strong growth In earnings was addeved by HlghveJd, LM, Torapat 
and MorxS, poor results from McCarthy had the effect of depressing earrings 
for the to month period Disgjpo'mting performances from AK1 end Boart 
further contributed to the decrease tn Ami* earnings. 

Amirt export sate from South Africa increased from VIS bilfon to R3..0 
Mfion. while turnover generated by non-South African operations Increased 
to 15 per cent of the total Inline with Amirt long-term strategy to further 
internationalise each of its major businesses, expons and international 
operations now represent over 37 per cent of Airitfs tumewer while 
earnings from operations increased 9 per omt to R975 mfllion. heavy losses 
in McCarthy resulted in Amiris share of the earnings of associates decreasing 
by 31 par cent to R267 mfllton. 

Capital expenditure incurred (fairing the period totalled R871 million, of 
which R342 irtflion was spent on new prefects and the balance on 
repiaoemwr expendtarra. Capital expenditure on committed and existing 
projects in the An* group and its associates is forecast to be in exoess of 
R25 bSron in 1998 money. 


< . KOI l» I > I \ I i OI»MI NT S 


Jn line with Amiris stated attention to divest foam those companies that do 
not hold a sustainable competitive advantajR^fbflowing group 
developments have tatei place during 3* period under review. 

« Sasol has made a find tenting offer; subject to Competition Board 
approval, to acquire Amiris entire shareholding of 52£ percent in AM for 
FGO per share (ex-dividend). 

• An*: and the IDC have reduced their holdings in NJ. Die Casting Through 
the cfisposal of 35 per cent of the wheel business to the company* tong- 
tom technology partner Hayes Lernmerz of Italy. The cfcpos^ of a further 
16 per cent to Hayes Lwvnen leaves Amk with 25 per eent and the IOC 
with 24 per cant of the wheel business. 

• Amk Industries a wfxj^ownrsIsuhskSaryofAmte te disposed of its 
Tyrequip drroion to Midiefei Tyre Company of France as a going concern. 


Mondft acquisition of Consol Paper Packaging represents a further step hits 
driwto add value to- Its primaiy and secondary forest products. 

The Morafi board has approved an investment of R55C rriflion at its pdp and 
paper mJJi in i&hanft Say over the nnt 18 months. The project wffl increase 
ptdp capacity by 60,000 tons per annum. 

Following heavy tosses at McCarthy a detailed plan to restructure the 
company fas been developed. Tfwe are a lumber of Htfatiws infer 
GonsxferHtkxi and detaSs wffl be published in due course. 


SOI I II \ I K I < A \N 
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The dawnbrm in the South African economy which started bstyeac has 
worsened and prospect for an eariyreawery are not encooagh^ Sluggish 
growth in domestic demand as a consequence of high real intenst rate% has 
been amtpowded by a further sharp fail In export volume and global 
commodity prices, a consequence of the deepening Asian economic ote. The 
already modest growth prospects for the remainder of 1998 were dealt a 
further Wow when domestic interest (Wes were Increased fat the wake of 
large fbrefcyr capita] outflows and the resultant foil in the value of the Rand 
While the atiadc on the Bandshodd be seen agafostthe badotfanp of 
krtanatkmaliflsenctarnnientwlthemcr^rnarkietsgeneralii it should not 
be entirely attributed to factors beyond our antral. Rather it has once again 
Wghfejhted the fed that necessary economic potty reform fa tills courtly Is 
proceeding unevenly. The foresight and determination of Gwenvoart; fat 
particular Finance Minister Ttevor Manuel to reduce further the fiscal deficit 
and thereby establish a foundation for higher fiitue levels of economfc 
growth is to be applauded. Recent statements by President ttmdria and 
Deputy-president Mbeid that government would not weaken Hscommftnient 
to its Growth, Employment and Redistribution Strategy (GEAR) are also 
pertioubriy encouraging. So, too, is government's dawnmation to prevent 
the benefits of the weaker Rand bring eroded by Inflation. 

The steps taken by the Department of Trade and industry In farther opening 
the economy tn international competition, encouraging greater opart 
orientation and estabUdimg the basis for sound domestic competition policy 
are welcomed Likewise, the successes of Telkom and the Department of 
Transport In opening these areas to private sector pa rticipati on, tndudlng 
much needed foreign direct investment has strengthened the 
trieoorrenunkation and transport infrastructure needed to imderpln a 
successful modem economy. 

But areas of considerable weakness remain, fai perticufac the process of 
privatisation has been remarkably slow by virtually any international 
comparison, and In the eye of investors more rapid proyess appears 
hamstrong by the National ftarowxfc Agreement with the trade intone. It 
is the absence of substantial sritofls of state assets to foreign Investors that 
leaves tills country so reliant on volatile portfolio capital Inflows. There Is a 
lesson to be tamed from oxartris such as Poland, Hungary and tfieQech 
Repubfe. who re-emerged onto The global scene at rmxh the same time as 
South Africa. These countries embarked on rapid programmes of 
privatisation, took the economic and political pain that necessarily 
accompanies restructuring early in their pofitieal transformation, and are now 
in the phase of rapid growth and job creation. 

A further weakness is the continued existence of oohange controls. WhSe 
some progress has been made in removing eshange controls on non-residents 
and indruiduafs. their continued application creates uncertainty reacting the 
Raraft true* vafoe. In addition, tfttyprefudte the abffiiyof domestic 
companies to compete wthforeign firms both locally and Internatio na ^. 

firralfy the whole new suite of labour legislation Is contrary to GEAR'S 
commitment to rapid growth and employment creation, wtridi in part is to 
be stimulated by more flexible labour markets. By making it more cfffiarft, 
costly and Indeed risky both to hire and who* necessary rflsrris worker* 

legislation such as the Basic Conditions of Employment Act and the 
Employment Equity Bil represent substantial disincentive tn job oration. 
lWs is a view maarfngly shared by international business and financial 
commentators. For these reasons the Government is urged to delay the 
promulgation of all the outstanding BBs until more careful consideration has 
been given to their detrimental Impact on bittiness and on job creation. 

The current high level of industrial action Is of concern, particularly as It 
relates to wage demands well in excess of inflation and improvements in 
productivity While this may be part of the trareition towards 
democratBation, it neverthefes creates the wrong perception overseas and 
will be detrimental to foreign investment and therefore Job creation. 


I' it is 


If economic growth in South Africa b not to deteriorate fuitha; it is critical 
that interest rates must fall from their present tads. Hcxwver, any 
substantial improvement h South Afatateamornkperfar^^ 
inextricably faked tn improved global economic prospects aid, in psrtfcubc 
a turnaround In the East Asian economies and Japan. Unfortunately such 
deeelopmwts are unlikely before the middle of 1999, and until then weak 
domestic and international demand wit! Impact negatively on Amirt 

earnings. Therefore, it now appears mllkety that Andris earnings fori 998 
wB show an increase over the previous yuc 


L Boyd, Chairman 


A. J. frailer, C1M, Wood .Deputy Chairmen 
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per cent of the AJSSt deals 
announced were-, hostile, 
SDC says. 

The dwindling lumber of 
hostile bidders have also 
found victories increasingly 
elusive, with several in 
recent months being beaten 
off by u white knights”. 

Last year Hilton Hotels 
lost out to Starwood Hotels 
and Resorts in its attempt to 
buy ITT Corporation, and 
SPX, the automobile tasting 
equipment company, was 
thwarted in its bid for Ech- 
IIh, a motor components. 

■marmfa rtnrwr. by Dana Cor- 
poration. 

In addition, M&A lawyers 
say the takeover laws in 
Pennsylvania, AMP’s home 
state, mean ADiedSlgnal is 
facing an uphill battle to 
complete a hostile bid. 

In May, Bank of New York 
called off its hostile 
approach to boy Mellon 
Bank, in part because the 
Pennsylvanian takeover 
laws made it near-impossible 
for it to launch a fun-blown 
hostile bid. 

More than in most US 
states, Pennsylvanian take- 
over laws permit company 
directors to consider : the 
interests of stakeholders 
such as staff and local com- 
munities arid not just share- 
holders. 

AiliedSignal argues it has 
been forced into making a 



Shares 
drop on 
bid fears 


fWite Larry DutiMy, AMed&gnal chairman 


Richard Porta 


hostile approach because of 
AMP’s refusal to talk. 

Larry Bossidy, AlliedSig- 
nal’s chairman, said be 
received no jeply to several . 
phnn g m um m g pB h o left far 
AMP executives; The. group 
also hopes to avoid a “white 
knight” bidder, by stressing 
its “flexibility” over how 
much it is willing to pay and 
manag eri al nhang w? 


N 


evertheless, AUisdSig- 
nal is being forced to 
pin most of its hopes on 
tiie “consent solicitation pro- 
cess" under which it wDl be 
able to take control of the 
AMP board if it wins the 
support of 50.1 per cent of 


AMP shares. Experts say 
even if AiliedSignal is 
backed by enough sharehold- 
ers. it will face difficulties 
fttfaimp tio g - to remove AMP’s 
“dead-hand, poison pill” 
device. - 

Dead-hand pills are 
intended to ensure that only 
fnriiiTnheot directors or their 
designated successors can 
redeem dilutive poison pills, 
thoug h last month a Dela- 
ware court suggested in a 
ruling that they violate 
shareholder rights. 

Investors and analysts 
now believe that despite 
being an the receiving end of 
a hostile bid, AMP is bolding 
most of the cards. 


AllledSlgnafs share price 
fan sharply in morning trad* 
Ing on Wall Street ,>rtertlay 
due to investors' concerns 
about aspects of its takeover 
bid for AMP. announced tax 
Tuesday, writes William 
Lewis. 

- By lunchtime it had fallen 
S3& to *36*. having closed 
down 53% on Tuesday. 

Investors said AMP would 
make a positive addition to 
AlUedSlgnal’s' mix of busi- 
nesses, making it less cycli- 
cal and improving growth 
prospects. However, they are 
wan-ied by the tough take- 
over rules tn Pennsylvania, 
AMP's home state, and by 
the impact of the takeover 
on earnings. AiliedSignal 
said the acquisition would 
dilute earnings next year, 
but would be offeet by amet 
Bell-offs. 

AMP shares were also 
down as investors scrambled 
to take profits following its 
49 per cent rise on Tuesday. 
By lunchtime, its shares bad 
fallen S3‘ i to 8394. 

AMP executives were said 
to be In meetings with advis- 
ers yesterday deciding how 
to respond to AiliedSignal 's 
announcement. AMP failed 
to return phone calls but is 
thought to have appointed 
Credit Suisse First Boston as 
investment banking adviser. 


Daimler-Chrysler plans new stock 


By MM Taft in 
Trauma CHy, Michigan 


Germany’s Daimler-Benz 
and Chrysler of the US plan 
to issue “registered ordinary 
shares", a new type of inter- 
nationally traded stock, to 
effect their $40bn merger. 

The plan was revealed by 
Thomas StaUkamp, Chrysler 
president, at a University of 
Michig an se minar yesterday. 
The two companies are due 
to release formal proxy and 
merger documents, outlining 
the details of the deal, to 
their shareholders later this 


week, and possibly as soon 
as today. 

Under the deal, Daimler is 
taking over Chrysler and the 
US automotive company's 
shareholders w ill end up 
with about 43 per cent of the 
stock in the new company. 

When the deal was 
announced hi May, US inves- 
tors expressed same concern 
about receiving Daimler 
stock, which under tradi- 
tional arrangements would 
trade as American Deposi- 
tary Receipts on US stock 
exchanges. For smaller 
shareholders is particular, 


this could be cumbersome, 
exposing them to currency 
risks which would be diffi- 
cult to handle. 

At Chrysler’6 last annual 
meeting; held shortly after 
the Daimler deal was 
announced. Bob Eaton, 
ChrysLar’B chairman, admit- 
ted the two aunpanies might 
need to look at a different 
solution. 

Mr StaUkamp did not give 
details of the new stock, but 
said it would mean the 
“same shares” traded in 
Europe and the US. 

In separate comments. 


senior executives from a 
number of the world's larg- 
est car producers admitted 
the Daimler-Chrysler 
announcement had galvan- 
ised the industry and caused 
everyone to review strategy 
and alliances. 

Yoshio Ishisaka. president 
of Toyota's US operation*, 
suggested some of the 
smaller Japanese players, 
struggling in current market 
conditions, might need to 
make hard decisions. Jack 
Smith, GM chairman, also 
said it bad prompted a great 
deal of reassessment 


GM defends plan 
for restructuring 


By NkH Tatt 
In Traverse City 


Jack Smith, chairman of 
General Motors, the largest 
of the US vehicle manufac- 
turers, yesterday launched 
an aggressive defence of the 
company's restructuring pro- 
cess, acknowledging that GM 
had been arrogant in the 
past and remained the “high 
cost” producer in North 
America. 

However, he said tire com- 
pany wanted to lift capacity 
utilisation, “reshape” its car 
and truck model portfolio, 
consolidate some engineer- 
ing functions and further 
shorten product develop- 
ment cycles. 

He added that GM could 
not see any case far drop- 
ping an entire car line. 
There has been speculation 
that GM might phase out 
some of its weaker brands, 
such as Btdck or Oldsmobile. 

Mr Smith’s comments 
came in the wake of debate 
generated by the costly 
strikes at two parts plants 
ifais summer. 

Speaking at a University 


Of Mirihlg aTi Hgmtnar yestfit- 
day, Mr Smith accepted that 
GM was “nowhere where we 
need to be” an productivity 
performance - it lags behind 
both Ford and Japanese 
competitors operating in the 
US on most measures - but 
claimed that strategic deci- 
sions had been taken to 
Improve this. 

GM was looking at estab- 
lishing new assembly plants, 
with 24-hour production, as 
well as Increasing existing 
capacity utilisation beyond 
the current 94 per cent level, 
Mr Smith said. 

But in comments which 
are less likely to reassure 
the company's critics, Mr 
Smith stressed that natural 
wastage “will 1 m the major 
tool In getting where we 
need to be" on the labour 
productivity front. 

White a significant portion 
of GMTs hourly workforce is 
heading towards retirement, 
some analysts have 
suggested it needs to shed 
about 50,000 jobs in' North 
America to meet current pro- 
ductivity levels at its tough- 
est competitors. 


Telemar seeks 
foreign operator 


By Jonathan Wheatley 
In SSo Paulo 

A consortium that bought 
control of the fixed line tele- 
phone company covering 
northern and eastern Brazil 
has begun looking for a for- 
eign operator to jean its con- 
trolling group, Luiz Carlos 
Mendonpa de Banos, com- 
munications minister, said 
yesterday. 

Telemar, i& consortium 
formed by construction 
group Andrade Gutierrez, 
Brazilian investors and 
BNDESPar, the investment 
arm of the National Develop- 
ment Bank, paid R$3.43bn 
<US$2L94bn) for control of 
Tele North East at last 
week’s privatisation of Tele- 
bras, the holding company 
for Brazil's telephone 
system. . 

Telemar is the only win- 
ning consortium not to 
Include a telecoms operating 
company and . has been 
widely expected to seek, a 
foreign partner. Mr Men- 
donpa de Barros said: "A lot 
of people have been coming 
to see us, including US com- 


panies. A lot of companies, 
that showed littie motivation 
have begun waking up.” 

Through BNDESPar, the 
government holds a 25 . per 
cent stake in Tetemar. it is 
understood to be prepared to 
sell about 15 per cent to a 
foreign operator, although 
Mr Mendonca de Barros said 
the size of the stake on offer 
had not been fixed. ; 

The privatisation of Tele- 
bids was dominated by for- 
eign operators such as Tele- 
f6nica of Spain, Telecom 
Italia, Portugal TSlecdm mid 
MCL Others, such as Bell- 
South and France Telecom, 
had been tipped as strong 
bidders but failed to buy any 
of the 12 companies sold. 

The sale of a stake in Tf3o- 
-mar will be one of the last 
dianres for foreign groups to 
enter Brazfl before the sale 
of “mirror'' licences far 
start-up fixed telephone 
operators, expected in 
Deconber.., 

MCI, winch bought the 
longdistance and interna- 
tional: operator, is under- 
stood- to be to talks with 
Telefonica and other groups. 
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Inmet plans buy-back 
to fend off Zemex bid 

Inmet Mining, toe Canadian metals group, said yesterday it 
would buy back up to 65m of its common shares In an 
effort to lend off a leveraged buy-out bid by Zemex, a 
Canadian minerals company. The C$367m (US$555m) 
buy-back offer for 63 per cent of Inmefs 103m outstand- 
ing shares represents a 28 per cent premium on Tuesday's 
closing share price of C$4.40. 

The company Is offering C$5.65 cash for each share and 
one purchase warrant for each 10 shares tendered. Inmet 
shares rose 35 cents to C$4.75 In midday trading yester- 
day after toe announcement 
inmet has been sitting on about C$535m in cash since 
toe sale earlier this year of its 50 per cent interest in the 
Antamina copper and tine project in Peru. 

Earlier this year Zemex made a hostile C$5 a share cash 
and stock offer for Inmet Zemex is currently attempting to 
engineer a merger by convincing Inmet shareholders to 
replace Inmet’s board of directors in a special meeting 
next month. Inmet’s share buy-back, if successful, would 
fol the Zemex strategy by removing most of the cash 
Zemex needs to finance the takeover. . 

Edward Aldan, Toronto 

ADVERTISING 


Ernst & Young chooses DMB&B 

Global branding among the "Big Frve* International profes- 
sional services firms took a step forward yesterday when 
Ernst & Young announced it would spend more than 
$100m next year in advertising and branding. The move 
follows similar investments from PricewatBfhouseCoopers 
and Andersen -Consulting in recent months. Leaders of 
E&Y announced in New York that they had chosen D'Arcy 
Masius Benton & Bowles as Its global advertising agency. 

Sevwel big investments in branding have been made in 
the professional services sector since it was shaken up by 
the merger of Price Waterhouse and Coopers & Lybrand, 
and the expected demerger of Andersen Consulting and 
Arthur Anderson. Jim Kelly 


TELEVISION 


CBS in the black 

Although CBS reported second -quarter earnings 1 cent 
below Wall -Street's expectations, analysts were pleased 
wrto the broadcaster's results and with an announced 
in te stock repurchase plan, now totalling 
$3bn. CBS reported net income of $4m, or 1 cent a share, 
compared with a loss from continuing operations of $1 im 
or 4 cents a share, in the corresponding period. 

Revenues rose 16 per cent from $l.2Bbn to $1.48bn 
while earnings before interest, taxes, depreciation and ' 
amortisation grew 22 per cent to $275m. Free cashflow 
Srew about 60 per cent over last year's second quarter. 

CBS sad Hs affiliated stations would stare the costs of 
obtaining National Football League broadcast rights for toe 
next eight yews. The company wouM pay toe NFL about 
$4bn over eight years. The shares fell 4.5 per cent, down 
£1% to $32^, m early trading. AP-DJ, New York 

FINANCING 


HU HIIHHIIlUll Ml rtlUltelK 


Donaldson Lufkin & Jenrette 

Donaldson Lufkin &Jenrette has asked us to make dear 
that ft was lead manager for both debt and equity portions 

of toe ICO Global Communications financing reported In 
Tuesday's FT. 
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ndard Chartered 
Group results for the first half of 1998 

iC Standard Chartered’s results for the first half of 1998 reflect the strength of the Group. 
In the light of this impressive performance we are increasing the interim dividend by 
19 per cent to 6.25 pence per share. The current turbulence in Asia leads us to be 
cautious about the Short term, recognising that we face a challenging environment. 
However, we remain confident about both the fundamentals of Asia and the long term 
prospects for Standard Chartered. ■■ 

Sir Patrick Gillam, 
Chairman, Standard Chartered PLC 


6 months ended 
30.6.97 
£ million 


6 months ended 
31.12.97 
£ million 



15 w 




Net revenue 
Administrative expenses: 

Staff 

Premises and equipment 
Other 

Depreciation and amortisation 
Total operating expenses 


Profit before provisions 

Provisions for bad and doubtful debts and contingent liabilities 


Trading profit 

Share of results of associated underlings * • .* 

Profits less losses on disposal or termination of businesses 

Profit before taxation 

Taxation . • •' 

Profit after taxation 

Minority interests • - - 

Profit attributable to shareholders 

Dividends on preference shares . 

Dividends on ordinary shares • • 

Retained profit . 

Earnings per share ... 

Summarised consolidated balance sheet (unaudited) 30 June 1998 

Assets 

Cash, balances at centralbanks and cheques in course of collection 
Treasury bills and other eligible bills 
Loans and advances to banks 
Loans and advances to customers 

Debt securities, equity shares and interests in associated undertakings 
Intangible fixed assets 
Tangible fixed assets 

Prepayments, accrued income and other assets 

Total assets ' - ■ . ' • , • 

Liabilities 

Deposits by banks 

Customer accounts 

Debt securities in issue 

Accruals, deferred income and other liabilities 

Subordinated liabilities: ’ 

Undated loan capital 
Dated loan capital 
Minority interests . 

Shareholders 1 funds . • 

Total liabilities and shareholders* funds : 


416 

(146) 

270 

( 6 ) 

264 

( 8 ) 

( 62 ) 

194 

25.7p 

30.6.98 
£ million 

365 

2,847 

11,134 

25,778 

3,275 

54 

341 

4,633 

48,427 


6,732 

28,947 

3,054 

5,725 

930 

218 

59 

_2,762^ 

48,427 


28. 9p 

30.6.97 
£ million 

374 

2,789 

11,733 

23,823 

3,383 

327 

5.097 
47,526 

8,763 

26,924 

1,887 

6,157 

931 

217 

38 

2,609 

47,526 


470 

8 

(43) 

435 

(135) 

300 



291 

( 8 ) 

(132) 

151 

28.5p 

31.12.97 
£ million 

311 

2,506 

9,085 

25,648 

3.320 

310 

J^OOI _ 
47,181 


6,767 

27,543 

2,135 

6,992 

936 

219 

36 

2,553 

47,181 


Figures for the 6 months ended 31.12.97 are arrived, at by taking the full year 1997 and deducting the 6 months ended 30.6.97. The interim dividend of 6.25p per share 
(1997: 5.25p) will be paid on 16: October 1998 to shareholders on the register of members on 21 August 1998. Shareholders will be entitled, if they wish, to elect to receive 
shares credited as fully paid instead of some or alt of the interim dividend. Details will be sent to shareholders on 3 September 1998. Copies of the Press Release containing full 
details of the results may be obtained from Gomputershare Services PLC, PO Box 435, Owen House, 8 Bankhead Crossway North, Edinburgh, EH11 4BR (telephone 0131 523 6666). 

The financial informatioii provided In this release for. the year ended 31 December 1997 is based on the statutory accounts which were delivered to the Registrar of 
Companies. The auditors’ report on these accounts was unqualified and did not include a statement under sections 237(2) or 237(3) of the Companies Act 1985. 
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COMPANIES & FINANCE: ASIA-PACIFIC 


AVIATION STRATEGIC ALLIANCE WITH TAIWANESE CARRIER WOULD PROVIDE SIA WITH AN IMPORTANT REGIONAL BASE 
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Singapore Air lines plans to buy CAL stake cute workforce 


By Laurence Eyton ta Taipei 
and SteBa llkMdty 
n Kuala Lunpur 


Singapore Airlines said 
yesterday it planned to pur- 
chase a 5-10 per cent stake in 
Taiwan's China Airlines 
(CAL), as part of a strategic 

alliance. 

The move - SIA’s third 
strategic alliance, hut its 
first involving equity - 
includes code-sharing, spe- 
cial fares, frequent-flyer 
programmes, and shared 
check-in facilities. 

Financial details were not 
disclosed, but based on 
CAL’s closing share price 
yesterday, a 5 per cent stake 
would cost approximately 
TS2-6bn (US$75m). The seller 
is likely to be the govern- 


ment-controlled China Avia- 
tion Development Founda- 
tion, which holds a 71 per 
cent stake. 

Analysts said the alliance 
would provide SIA with an 
important mid-point for 
transpacific routes and was 
in line with a general ' move 
by -Singaporean companies 
to regionalise operations. 

Taiwan also has .an “open 
skies” agreement with the 
US, which SZA might be able 
to use to increase its trans- 
pacific services. 

“We each expect to 
increase market share," said 
Cheong Choong Kong, SIA 
deputy chairman and chief 
executive. "It demonstrates 
our faith in the long-term 
future of the aviation indus- 
try in this region." He said 





Sitting pretty: Cash-rich SIA is strengthening Bs position while other local carriers struggle to survive 


SIA would also explore joint 
ventures in airline-related 
businesses with CAL. 

SIA has a solid balance 
sheet, but like other east 


Asian- earners ft has been hit 
by the sharp drop in. passen- 
ger numbers on Asian 
routes. 

Although it has shifted 


capacity ta stronger mutes 
In Europe, the US. Australia 
and India, its overall load 
factor dropped 3.6 percent- 
age paints to 68.1 per cent in 


June, compared wfth_the. 
year-earfiar period, marking - 
the ninth consecutive month 
it has repeated a decline In' 

operating efficiency. . 

learnings were flat', at 
S$1.04bn (US$603m) in the 
year to March. 1998, com- 
pared with S$L03bh in the | 
yeapeariler period. j 

However, SIA remains 
cash-rich and has moved | 
aggressively to fortify its 
position in the region while 
neighbouring carriers are 
struggling to survive. 

It already has entered alli- 
ances with Lufthansa in 
Europe, and . with Air New 
Zealand and Ansett in the 
southwest Pacific. SIA has 
also expressed interest in 
acquiring a, stake in Thai- 
land's nari<7nai carrier. 


By Sander ™»*5 to 
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Moody’s reviews ratings of Japanese rail groups 


By Alexandra Harney in Tokyo 


Moody's, the US credit 
rating agency, yesterday put 
the debt of three or Japan's 
private railways under 
review for possible down- 
grade, fuelling concern 
about the industry's heavy 
losses from land holdings. 

The agency said the 


review was prompted by 
unusually high debt levels at 
Hankyu, Tokyu, and Kinki 
Nippon Railway, which also 
operate department stores, 
apartment buildings and 
resorts. 

The move highlights the 
difficult conditions facing 
the rail companies, which 
have been hit by the collapse 


in the property market and 
the downturn in consumer 
demand. Commercial land 
prices in the Tokyo area fell 
8.2 per cent last year, accord- 
ing to a government survey. 
Retail sales have fallen 
every month since April 
1997, following an Increase 
in the consumption tax. 

At Tokyu, current income 


tumbled 35 per cent to 
Y2QJ2bn (5139m), on sales 
down 2.8 per cent to Y284bn 
last year. The group had a 
net debt to equity ratio of 
380 per cent 

Hankyu, which reported 
profits unchanged at YBJbn 
on sales down 7 per cent to 
Y214bn, had a net debt to 
equity ratio of about 270 per 


cent Kinld Nippon Railway 
had a 300 per cent ratio. 

The rail companies were 
not only highly leveraged, 
but also too diversified, ana- 
lysts said. 

“Looking at some of these 
companies, they resemble 
Soviet-era state corporations. 
They do absolutely every- 
thing, from hotels to travel 


businesses, to photography. 
There Is no real focus to 
their business,” said Douglas 
Hayashi. industry analyst at 
HSBC Securities. 

Moody's ann ouncement 
came after the dose of trad- 
ing. Hanky u - and Kinki Nip- 
pon Railway shares were 
unchanged at Y560 and Y638. 
Tokyuclosed up Y3 to Y396. 


GENERAU GROUP 


BOOSTS INTERNATIONAL PRESENCE 


Premium income which in 1997 
amounted to Ecu 20,904 million 
is expected to rise in 1998 
to over Ecu 31,000 million, 
putting the Group 
in third place in Europe. 


18 The Generali Group is present in 50 coun- 
tries with 109 insurance companies as well as 
62 financial, real estate and agricultural com- 
panies. 

Premiums 1997: Ecu 20,904 million (+16.1%), 
81.4% in the EU; 54% from the life branch. 
Investments: Ecu 76,835 million, up by 
Ecu 14,116.2 million over 1996; 64.8% in 
bonds, 14.6% in shares, 9.3% in real estate. 
Investment income: Ecu 5,069.8 million 
(+14.9%). 

Realised capital gains: Ecu 1,084-3 mil- 
lion; unrealised capital gains only on 
shares Ecu 4,987.8 million. 

Consolidated profit: Ecu 531.2 
million. 

ROE: 10.1% (8.7% in 1996). 



The Parent Company Assi- 
curazioni Generali S.p.A. 
closed 1997 with a profit of W 
Ecu 289 million. * 

Dividend per share: Lire 385 
(Ecu 0.298), also taking into ac- 
count the shares issued following 
the capital increase of March 1998, 
for an overall amount of Ecu 203.5 
million (+19.4%). 


The acquisitions carried our in 1997 and in 
the early part of 1998 have reflected a strategy 
aimed at strengthening the Group’s presence 
in the international market. 

In 1997, die Group completed the acquisition 
in Israel of Migdal, an insurance group which 


recorded a premium income of over Ecu 1,240 
million with a 24% share of the market. 

In the first months of 1998, the Group gained 
in Germany a controlling stake (65.73% of the 
capital at a cost of Ecu 3,700 million) in Aache- 
ner und Muncherier Beteiligungs-Akrienge- 
sellschaft (AMB), a group that- currendy ranks 
third in the German market with a premium 
income of over Ecu 8,865 million. Following 
the operation, the market share held by the 
Generali Group in Germany has gone up from 
1.5% to nearly 8% (10% in the life branch). 

In France, the GPA group as well as Proxima 
(premium income of Ecu 1,082 million), have 
been entirely taken over at a cost of Ecu 770 
million. 

To finance these operations, the Parent Com- 
pany launched a capital increase of Ecu 2,061 
million which was fully subscribed. 

In July this year, Generali entirely . took 
over BSI - Banca della Svizzera Italiana 
(which manages assets, amounting 
to Ecu 20,600 million) at a price of 
Ecu 1,155 million. The opera- 
tion is part of Generali’s stra- 
tegy to strengthen its presence 
in the savings business: ove- 
rall assets managed by the Ge- 
nerali Group amount to over 
•Ecu 154,600 million. 

Within the Group a signifi- 
cant reorganisation drive is un- 
derway in France, Spain, Ger- 
many, Italy and Great Britain to 
ensure increased efficiency and 
profitability. 

s8 The Board of Directors - elected at Assicu- . 
razioni Generali’s AGM held in Trieste on 
June 27,' 1998 - reconfirmed Antoine 
Bernheim as Chairman, Gianfranco Gutty as 
Vice-Chairman and Managing Director, 
Francesco Cingano as' Vice-Chairman* and 
Fabio Cerchiai as Managing Director. 


GROff, J 

lER WITHOUT Fh 


All figures have been convened at the rate of exchange of £ I = Ecu 1.4^43 


Central Head Office in Trieste (Italy) - United Kingdom Branch in London and seren other UK Centres. 


The Generali Group also operates in the United Kingdom through: 

D.B.I. Insurance, Northern Star Insurance. Europa Insurance, Europ Assistance. 
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http:/wvmgenerali.com 




\ Toyota Astra Motor. 
Indonesia's largest car pro- 
ducer, has cut its work force 
I by 25 per cent in the face of 
a collapse to sales. 

The Joint venture between 
Toyota and Astra Interna- 
tional said yesterday It tun 
ended agreements with con- 
tract workers and encour- 
aged natural attrition to 
reduce its work force from 

4.000 to 3,000. Production has 
been suspended since June. 

■The company plans to 
resume production with 

1.000 units of its most popu- 
lar model the Kjjang family 
van. In September, because 
stock has been depleted. 

; Competitors said Astra 
planned to sell at least some 
of these Kijangs in Malaysia, 
with Toyota’s consent. The 
company could not be 
reached for comment. 

Astra said the sharp drop 
in the rupiah exchange rate 
bad inflated cost of imported 
components, forcing it to sell 
units at a loss. 

Prices cannot be adjusted 
fully, as even at prices of 
just over ¥3,000. Indonesia's 
cars have all bat stopped 
selling. 

Herman Latif, chairman of 
the Gaflcmdo association of 
automotive industries, said 
nationwide wholesale had 
dropped to 2,000 a month, 
compared with last year's 
high of 40.000. 



awcrWB* 


Indonesia's total produc- 
tion in June amounted to 
only 827 cars and Mr Latif 
predicted this year’s sales 
would reach 50.000 at beat, 
down from 386*000 last year. 
He added that 30 per cent of 
the industry's workforce had 
been laid oJT. and that more 
redundancies were necessary 
before the end of the. year... 

Astra said last week that it 
sold 10.804 cars in the: first 
quarter of 1998, a slump of 62 
per cent from 28,603 cars In 
the same period a year ago. 

The company Is trying to 
renegotiate payments an 
some Slbn in off-shore debt 
and acknowledged Rp2,000bn 
fSISfin) in domestic debt. 

Toyota last month denied 
rumours that it planned to 
take a larger share in the 
joint venture to help Astra 
relieve its debt burden. 


Anglogold eyes 
Australian move 


By Gwen RoUnsou In 
Katgomfla, Western Australia 





Anglogold, the world's 
largest gold producer, yester- 
day signalled its interest in 
entering the Australian gold 
mining industry through a 
strategic partnership or 
acquisition. 

The group, which listed 
yesterday on the New York 
Stock Exchange, sees an 
Australian venture as a logi- 
cal step In its drive to 
expand its asset base and 
increase investor interest 

"Australia is the world's 
third or second largest gold 
producing country - it's sim- 
ply too big for us not to be 
here," said fen Cockerill, the 
group’s executive officer for 
business development 

For Anglogold, which so 
far has confined its 
operations to South Africa 
and west Africa, an Austra- 
lian joint venture or acquisi- 
tion would have appealing 
synergies. Mr Cockerill said 
the growing shift among 
Australian companies 
toward underground mining, 
for example, provided oppor- 
tunities for Anglogold 's 
expertise. 

Several domestic Invest- 
ment banks and medium- 
sized' gold companies con- 
firmed they had been 
approached in the past -week 
to discuss partnerships. 

■; Anglogold's Australian 
“window-shopping expedi- 
tion" cranes amid a shakeout 
to the Australian gold min- 
ing industry. 


Growing difficult)' in rais- 
ing funds In the Australian 
market to finance explora- 
tion has forced many smaller 
companies into mergers and 
partnerships. Others have 
gone off-shore in new explo- 
ration ventures, turning to 
foreign partners in regions 
such as West Africa and 
Latin America. 

Mr Cockerill told a meet- 
ing of nearly 900 gold mining 
representatives In the West- 
ern Australian raining town 
of Kalgoorlte this week that 
Anglogold would continue to 
cut cash costs and close 
uncompetitive African 
operations while increasing 
global exploration. 

Anglogold expects to pro- 
duce more than &5m ounces 
of gold in 1998 at an average 
cost of $243 an ounce and 
aims to cut costs by $20 an 
ounce next year. 

Gold is currently priced at 
about $284 an ounce in inter- 
national markets, but Mr 
Cockerill said he would not 
be surprised to see the price 
decline to about $250 owing 
to negative market senti- 
ment . 

Anglogold hopes its deci- 
sion to list its American 
Depositary Receipts In New 
York will attract the capital 
injection necessary to 
expand operations. 

It- is the first South Afri- 
can company to list in New 
York Stock Exchange. In 
mid-morning trading yester- 
day, the shares stood at 
$21.50, against a listing price 
of *21.416. 


Ayala flat at 


halfway stage 


By Justin Marozzl 
to Manila 


Ayala Corporation, the 
Philippines’ largest listed 
conglomerate, . yesterday 
announced flat, first-half 
profits of AOShn pesos <$97m) 
after an extraordinary gain 
compensated for sharply 
lower earnings from the 
group's property arm. 

The group’s shares rose A3 
per cent to 9.7 pesos. Shares 
in Ayala Land, the country's 
largest property group, 
improved 2.1 per cent to 9R 
pesos, in spite of a 44 per 
cent slump in profits to 
l-4Bbn pesos. 

The conglomerate said net 
profits would have been 15 
per cent lower 'excluding 
extraordinary gains. .The 
group earned' iJ2bn pesos' 
from the sale of Ayala Land 
shares in the first quarter. 

Analysts welcomed the 
results, which they said con- 
firmed Ayala's reputation as 
a solid. Conservatively man- 
aged business. - . 

“If you take any conglom- 
erate operating in similar 
areas anywhere in Asia, 
Ayala. Corporation has to he 
better than anyone else," 
said John Mangun, - director . 
of portfolio management at 
ZB - Gimenez Securities, a 
local brokerage. 

Ayala Land, which usually 


contributes more than 50 per 
cent of the conglomerate's 
bottom line, was well placed 
to withstand the property 
market slump brought on by 
the regional economic crisis, 
according to property ana- 
lysts. 

“The property sector In 
the Philippines is on its 
knees and will lead to more 
distressed companies." said 
Rafael Garchitorena. prop- 
erty analyst at brokers Indo- 
suez W.l.Carr. "But with a 
steady stream of revenues 
and gearing erf less than 10 
per cent, Ayala T.and should 
be alive and kicking if and 
when the economy, and 
therefore the property sec- 
tor, turns." 

Bank of the Philippine 
Islands, regarded by analysts 
as one of the most sound 
local banks, reported a net 
income of -2.791m pesos, up 
from 2.66bu pesos. Ayala 
estimated the bank’s non- 
performing loans at 5 per 
cent, compared with the 
industry average of 9.? per 
..cent 

ABN Amro, which is fore- 
casting rail-year. profits of 
4.7bn pesos for the bank - 

representing a ILS pa- cent 
year-on-year - gain - said 
first-half oarninga were 
boosted hy low provisioning 
tor possible loon losses in 
the second quarter. 
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COMPANIES & FINANCE: UK 



Cassandra makes an unwelcome comeback 


Philip Coggan, Markets Editor, looks at the return to the; . 
investment menagerie of that endangered spedes, the bear 


Efpity maricefe in US and UK 
Dmtaod yfau for SU> Composite 


Dividend yfeid far FFSE Afl Store 


T uesday’s 300-point fen in 
the Dow Jones Indus- 
trial Average will stir 
fcfJPes in ah endangered spe- 
cies of the investment zocc 
the hear; 

The eqnity bull market 
which has swept Europe and 
the US s ince at least early 
199® - and on some mea* . 
sores, back to 1982 - has 
caught out some analysts 
and strategists who have 
proved too early in railing 
the top. 

But at last, these modem ' 
Cassandras have at least the 
prospect of being proved 
Tight. 

Part of the problem' of 
making a bearish, call is fh»t 
it goes against the grain of 
the financial business. First 
of all, equity markets tend to 
rise over the longer term. So 
being a bear is rather like 
being a cricket captain who 
puts the opposition in alter 
winning the toss; the tactic 
might work, hut the odds are 
against you and everyone 
will call you a fool if you 
fail. 

Second, the business you 
work for is likely to have ah 
economic interest in a rising 
market “Nobody likes a kin, 
joy,” says Mark Brown, head 


of economics and strategy -at 
ABN Aram . . r ' ' 

“If you are bearish about 
the markets, it has a nega- 
tive impact on the business 
generally." 

"Corporate .finance busi- 
ness is better in rising mar- 
kets," points out Albert 
Edwards, global strategist at 
Dresdner Kleihwort Benson. 
“Investment, management 
fees are based on funds 

Under wa^igumpnt unri fh mt 

go up when the markets are 
rising." 

A strategist car fund man- 
ager, whose bearish views 
prove incorrect also faces 
the potential wrath of- cli- 
ents. Tony Dye. chief invest- 
ment officer at PDFM. -the 
fund management group 
which has been warning of a 
stock market correction 
since 1996, must be sick of 
stories predicting his 
demise. 

ABN Amro’s Mr Brown, 
who admits he has been too 
bearish about the absolute 
level of the UK market for 18 
months, produced a note ear- 
lier Ibis year, entitled Con- 
fessions of a Strategist, 
ex plaining why he been 
wrong. • 

Life has certainly been di£ 


GKN seeks lead 
EU defence role 


By Andrew Edgecfifie-Jobnsoo 
and Ross Tleman 


GKN said yesterday that it 
would play a “proactive 
role” in the expected consoli- 
dation of the European 
armoured vehicle industry, 
as the automotive parts, 
defence and industrial group' 
delivered first-half pre-tax 
profits up 13 per cent to 
£230m (S380m). 

CKChow, chief executive, 
said the victory of a consor- 
tium e m br acin g GKN to sup- 
ply armoured personnel car- 
riers worth up to £2.7bn to 
the British, French and Ger- 
man armies had put.it in “a , 
very good position” in the 


looming defence shakeout 

He said GKN bad not 
reopened talks with Vickers, 
which makes the British 
Army’s Challenger U tank, 
but that any sale, acquisi- 
tion or joint venture would 
have to be good far share- 
holders and create a more 
competitive company. He 
added that he “would like to 
see a strong entity hi Ger- 
many which I could do busi- 
ness, with”. 

Negotiations were continu- 
ing with Finmeccanica of 
Italy about the creation xrf a 
joint venture with its Agusta 
helicopter subsidiary. 

- Group sales rose 6.7 per 
cent to £L8bn. 
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fientt far stock market strat- 
eg ists in-recent years. Wall 
Street's relentles rise has 
long since taken it off the 
scale in terms of traditional 
valuation methods. 

Tha UK market recorded 
an all-time low fa the divi- 
dend yield in March, some- 
thing which proved to be a 
. sign of a maritet tap m bath 
1972 'and 1987; but the FTSE 
100 index still Tiiflnag ftd to 


past, notably in the 2920s 
and 1960s on Wall Street and 
in the 1980s- in Japan. In ret- 
rospect, such discussions 
have served only to rational- 
fse rising markets. 

"The only reason that 
people think there is a new 
oa is that the stock market 

is at ludicrously high valua- 
tion levels/" says Mr Dye. 

" At the heart of the bearish 
case is that while It might 
he true that inflation has 
fallen and that interest rates 
are low - both good omens 


“The US is 10 years behind 
Japan, where in the late 

AS 

4 U a ... _ 

1980s, bond yields fall and 

W _j 


tags multiple to expand rap- - 

.“0 


kfly.” be says. “But it took 
time for earnings expecta- 
tions to come down. Eventu- 
ally, as in Japan, the market - 
win face a day of reckon- 
ing." 

Part of the problem is that 
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Investors have been conditioned to 
good limes for so long, as profits 
have grown thanks to lower interest 
fates and corporate restructuring, that 
they may have become complacent 


chalk up a record high in 
July. . 

Cynical commentators 
have snorted at talk of 
a new era. in which low 
inflation, the use of technol- 
ogy, more efficient corporate 
management and demo- 
graphic patterns favouring 
savings combine to produce 
the. ideal /-lhrmtA for g guMpg 

Talk of previous new eras 
has been misplaced in the 


far equities — corporate earn- 
ings simply cannot grow rap- 
idly in such circumstances. 

The global economy is 
spluttering, in the face of the 
Asian crisis, and companies 
face Intense competitive 
pp Mqp irpc making ft diffic ult 
to increase prices. 

Dresdner’s Mr Edwards 
Udnfca the Dow, which 
recently peaked above 9.300, 
could fall to 6,000 or below. 


turned to good times far so 
long, as profits have grown 
thanks to lower interest 
rates and corporate restruct- 
uring, that they may have 
become complacent 

“The US market is trading 
on a high price-earnings 
ratio at a time when profits 
are themselves at a high 
level relative to the econ- 
omy, always a dangerous 
combination," says Mr Dye. 

The UK market faces its 
own problems - the strength 
of ster ling , rising wage pres- 
sures and higher interest 
rates are squeezing profit 
margins. 

As James Montier, global 
strategist at BT Alex Brown, 
points out, there Is a big gap 
between the earnings expec- 
tations of “top down” econo- 
mists like himself and the 
“bottom up” views of ana- 
lysts who follow individual 
companies. 
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While UK economists are 
cutting their economic 
growth forecasts for next 
year, the consensus “bottom 
up" forecast far UK corpo- 
rate earnings growth in 
1999 is still 12.2 per 
cent. 

This could, just could, be 


the time when reality sinks 
in. But the bears have been 
disappointed before, notably 
when the market recovered 
rapidly last year from a 
bout of Asian-induced wob- 
bles. 

However, far some bears, 
any short-term rebound will 


not negate the longer-term 
picture. Mr Dye's message is 
simple: “Stock markets are 
more highly valued than 
they have ever been la 
recorded history. Therefore, 
the returns going forward 
will be much lower than 
normal.” 
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-Mm Cadbury Schweppes has. had a successful half year with strong profit growth in both streams. 
Despite the impact of sterling, profit before tax and underlying eps are up 8%. 


1998 HALF YEAR RESULTS Half Year 

(Unaudited) 1998 


% Change 

Actual Currency Constant Currency 


Sales* 

£l,853m 

+ 1% 

+ 7% 

Trading Profit* 

£258ra 

+ 5% 

+10% 

Profit before Tax* 

£254m 

+ 8% 

+ 13% 

Underlying earnings per share* 

16.1p 

+ 8% 

+13% 

Dividend per share 

•From coorinoiag operations and before disposals 

5.8p 

+5.5% 



• Earnings momentum maintained • 

• Double-digit trading profit growth from all our major businesses • 

• Global branded beverages volumes grow 5% led by Schweppes and Dr Pepper • 

• American Bottling Company increases route to market security in US soft drinks • 

• Global expansion of key confectionery brands continues • 

• Substantial volume growth improves results in greenfield markets • 

We are confident of further progress in 1998 despite unsettled economic conditions in a number of key markets. 33 
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Cadbury reassures on US soft drinks unit 


COMMENT 
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By Snsana Voyte 


Cadbury Schweppes, the 
confectionery and soft 
drinks group, yesterday reas- 
sured a market worried 
about the performance of its 
05 soft drinks division. 

Announcing interim 
results fait by the strength of 
sterling, John Sunderland. 

chief executive, said that a 
2 per cent fall in volume 
from its 7-Up lemon drink 
was compensated for by 6 
per cent growth from Dr 


Pepper, the group's leading 
branded beverage. 

Underlying group pre-tax 
profits rose 8 per cent to 
£254m ($419m) - but at con- 
stant exchange rates the 
increase would have been is 
percent 

The faD in 7-Up sales was 
small ar than same analysts 
had feared and the shares 
yesterday rose more than 
3 per cent in a falling 
market to close up 27p at 
864p. 

Cadbury said same af the 


loss of sales of 7-Up was 
caused by distribution prob- 
lems. While Dr Pepper was 
distributed by Coca-Cola, 
which bad had a strong first 
ban; 7-Up was distributed by 
Pepsi ami independent bot- 
tlers who had turned in 
weaker performances. 

Mr Sunderland said Cad- 
bury was Involved In active 

talks with the bottlers to 
ensure that performance tar- 
gets were met. “It is not a 
question of withdrawal, it is 
a question of getting than to 


perform,” he said. "We are 
going to be less lenient 
about poor performance 
than we have. been In the 
past" 

The group - which this 
year took a 40 per cent stake 
in a joint venture which 
bought two independent bot- 
tlers - said It was ready to 
take part in further consoli- 
dation in the industry. 

Mr Sunderland said his 
acquisition priorities 
r wnaiTwd thp ^ r rr^ o - lnrdring 

for deals to fill in gaps In 


markets where Cadbury had 
a presence. However, he said 
deals wav harder to came 
by because of the high mul tu- 
ples in fee market and the 
scarcity of oppo rtuniti es. 

"It Is not surprising fiat 
our rate of acquisitions: is 
cu r re ntly slows- than in the 
recent past,” he: said, “We 
will not chase poor value - 
however, we have several 
irons in the fire.” 

Mr Sunderland said a 
share buy-back was still 
under ronyiflyrstikK i , - 


Turnover for the 24 weds 
to June 20 rose 1 per cent to 
SLSSbn - but the increase 
would have been. 8 per', cent 
at «*w*at**ii p«4inwg»> rateA. 

Pre-tax ‘profits fen from 
£G53m to £270m - trwJniWng 
a £Z6m profit m the partial 
disposal of Cadbury's invest- 
ment in ITNet^ its former 
Informa tion technology ser- 
vices division. Thel907 fig- 
ure included £412m profits 
cm the sale of the Coca-Cola 
and Schweppes Beverages 
bottling concern. 


Cadbury Schweppes 
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Cadbury Schweppes offered a _ • 

plateful of comfort foodto 

fixe market yesterday^ The fc . 

easiest portion to digest was , 

its demonstration of defen- . ™ _ 

shre qualities. It turned unex* Jkfc !;• 

-dting vcdnme growth of 3 per - ifln : “fU vr 

ceit into an 8 per pent rise in Ijf U J 

pamiHg g per share - about . T20 _ — -J-JPlr — * • 
twice the expected average JV 
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Standard Chartered on a roller-coaster ride 


But the cloud of uncertainty over Asian 
economies reveals some silver lining 



By George Graham, 
Banking Editor 


Standard Chartered's shares 
bad a roller-coaster ride on 
the London Stock Exchange 
yesterday, after the bank 
reported pre-tax profits of 
£4l6m (8686m) for the first 
six months of the year, dawn 
from £435m. 

In morning trading, the 
bank was one of only two 
stocks to ride out the mar- 
ket’s plunge, as investors 
welcomed the way it had 
shrugged off the worst of the 
economic crisis affecting its 
cme Asian markets. 

By the end of the day. 
however, opinions had 
reversed. While the market 


recovered, Standard Char- 
tered dropped, ending 20p 
lower at 603p. 

Standard Chartered’s man- 
agement have strong sto- 
machs by now, after seeing 
their share price swing 
between £10.39 and 543p in 
the past year. 

Malcolm Williamson, who 
steps down in September 
after five years as chief exec- 
utive, said yesterday that he 
had set out to create "a well 
managed bank with no sur- 
prises”. He has achieved 
that, leaving behind the 
banana filrfra which used tO 

strew Standard Chartered's 
path. 

However, with the future 
of the Asian economies so 


uncertain, the cannot 
remain unaffected. 

“We have run the busi- 
nesses very well, but the 
economies have declined and 
continue to decline. " said Sir 
Patrick Gillaxn, chairman. 
“We don’t expect the eco- 
nomic to improve 

in the immediate future; 
Indeed, it could get worse. 

“This leads to inevitable 
uncertainties in relation to 
our revenues, particularly 
from foreign exchange, and 
our provisioning levels.” 

Profit before provisions 
rose 44 per cent and reve- 
nues 32 per cent, at constant 
exchange rates. The treasury 
division produced particu- 
larly strong profits, more 
than doubled to £2 05m, 
thanks to buoyant foreign 
exchange dealing. Analysts 


were sceptical about bow 
durable these dealing profits 
would prove to be. 

However, Peter Wood, 
finance director, argued that 
the volatility which had 
boosted foreign exchange 
profits had also depressed 
interest rate spreads, espe- 
cially in the Hong Kong mar- 
ket. Lower exchange rate 
earnings volatility in fuLm e 
could be offset by a recovery 
in lending spreads. 

“The conditions which 
make it possible to make 
that much money in foreign 
exchange also make it hard 
to make as much in interest 


Net new provisions for 
specific bad and doubtful 
debts, however, rose from 
£50m to and Standard 
Chartered added another 


^snw to the SiPO 7 " general 
provision it had set aside at 
the end of last y ear. 

Mr Wood pointed out that 
credit quality in key sectors 
such as Hong Kong mort- 
gages and credit cards 
remained strong. The pro- 
portion of mortgage balances 
90 days in arrears is OL06 per 
cent in Hang Kang.” 

However; fee level af nan- 
performing loans has risen 
sharply from £626m to 
£936m, mostly in Asia, with 
a rise of 42 per rent in the 
bank’s corporate loan book. 

Standard raa r t m rf is 
reaping some benefits In 
some sectors from Asia’s dif- 
ficulties. It has gained blue 
chip clients in the tre as ury 
area, and has added high 
quality trade ffiwnring inane 

to its books, as Japanese, 



from UK companies this ; 1in mI/L: : ' : 

.year. But a story trf nip and 7TV 

‘tuck - on margins, interest -wn f ~ •• 

costs and tax ~ "would not -■ — -> 

have Justified the market-de- ‘ ’ 

tying 3 per cent share price ® ’ ‘ V ; -Y“£zJ 

rise. John Sunderland, chief 

executive, has convinced - • •' 5 

investors that the “managing 

for value” theme is more than Just a sugary piece or presen- 
tation. In beverages, for instance., investment in bottling 
plant has been shifted to where it memos* good; 

fuelling the rationalisation of US Independent bottlers^ And, 
having sorted out its r el a t io n s hi p with the CoahCtda bot- 
tling network. It is tackling problems with the Pepsi 




v** 



The hope is feat the new pattern erf grasping nettles will 
be applied more broadly: to trimming the tail of underper- 
forming brands, for instance. 
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Laporte/lnspec 


German and French banks 
have fled fee region. . 

But the hank's' perfor- 
mance will remain overshad- 
owed by the uncert&lntfaM 
which face its biggest Asian 
markets - a cloud that 
appears likely to deter both 
Investors and potential pred- 
ators. 


Insurance deal eases Hanson liability worries 


By Vanessa Hotdder 


Hanson, the building 
materials group, yesterday 
announced an innovative 
£l68m ($277 m) insurance 
deal designed to free it from 
its legacy of enviro nment al 
liabilities in the US. 

Investors welcomed the 
news as removing a source 
of uncertainty that ban over- 
shadowed the company’s 


performance. The deal, 
which cost Hanson less than 
expected, sent the shares up 
13p to 336p- 

The agreement, which pro- 
vides £488m of insurance 
cover in r e turn for a one-off 
premium of £168m. was 
struck with Centre Solu- 
tions, a m emb er of the Zur- 
ich Group, and Swiss Re, 
two of the world's largest 
reinsurance companies. 


Hanson inherited the envi- 
ronmental liabilities from 
Beazsr, which It bought in 
1991. The problems concern 
119 sites contaminated in the 
1950s and 1960s by wood 
treatment businesses owned 
by Koppers. a company 
bought by Beazer in 1968. 

The insurance agreement 
is unusual in that it trans- 
fers both the funding of the 
clean-up costs and the risk 


relating to the environmen- 
tal liflhiUHea to the reinsur- 
ance co mpanies. The insur- 
ers will pay for the remedial 
work, with the exception of 
the first Flflffl, which ftwrsr 
will pay. Beazer will con- 
tinue to manage the reme- 
dial work on fee sites. 

Andrew DougaL Hanson's 
chief executive, said that the 
comprehensive nature of the 
insurance deal allowed the 


company to put the problem 
behind lt. 

The agreement was “the 
last piece of the jigsaw 
needed to make us a fully 
focused b uilding s material 
group”, he said. 

The original provision 
made by Hanson following 
the Beazer acquisition was 
£L32bn. By the end of 1997, 
It had used £269m of fins. 

As more cost-effective 


approaches to dealing with 
contaminated groundwater 
were introduced, the com- 
pany was able to release 
lEfigSm of those provisions in 
1996 and 1997, leaving a bal- 
ance of about at the 
end of last year.. . 

As a result of yesterday’s 
deal, £67m of these provi- 
sions will no longer be 
required, creating an excep- 
tional credit. 


Laporte’s bid For Inspec is nicely pitched- The £650n price 
tag - inoiudiug debt - implies a multiple of about 135 times 
ga ming s before interest, tax and depredation. This is a tad 
higher rtu»n the most recent speciality chemicals deal - 
Hercules’ acquisition of BetzDearbom. But it should help 
Laporte avoid a bidding war for Inspec. as happened with 
Allied CoUofds where a far heftier price was eventually 
paid. 

.More Importantly, Laporte's deal makes commercial sense. 
The sector heeds to consolidate, not so much to derive 
economies of scale but because the customers are consolidat- 
ing and: want international suppliers. Inspect portfolio in 
life yiCTMyy complements Laporte’s, which also inherits 
Inspec’s growing presence in the US and a strong sales and 
marketing team. 

For Laporte. the importance of the deal lies in its growth 
potential rather *b«n its cost savings. Jim Leng, chief execu- 
tive, has already wielded the axe aver costs and non-core 
assets, with a pleasing jump in margins. What he needed, 
and has now got, was scale to offset softness in Asia and 
pressures on some end-markets such as agrochemi cals - 






MBO talks at Zurich Re London I LucasVarity to 


Laporte makes 
£61 lm agreed 
bid for Inspec 
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By Yffgfefa Merab 


By Christopher Adams 


The London-based arm of 
Zurich Re, the reinsurance 
operation of Zurich, file 
Swiss financial services 
group, is negotiating a man- 
agement buy-out of the busi- 
ness. 

Dennis Purities, chief exec- 
utive of Zurich Re (London), 
one of several regional divi- 
sions operating under the 
reinsurance umbrella, is 


leading the buy-out attempt, 
which could be completed 
before Zurich merges with 
the financial services arm of 
BAT Industries in the 
autumn. 

Candover Investments, the 
venture capital group which 
supported the £U&5m man- 
agement buy-out of GB 
Heath, the insurance broker 
which went private last 
year, would be the lead 
equity partner. 


Since its formation in 1980, 
Candover has led 79 buy-outs 
with a total value of £3-5bn. 
Earlier tins year, it acquired 
the northern newspaper 
business of United News & 
Media for £360m. 

Zurich Re (London) had 
net assets at fee end of last 
year of $342 .5m. It earned 
premium income of £380.4m, 
accounting far about 20 per 
cent of Zurich’s total reve- 
nue from reinsurance. 


Speculation about the 
future of Zurich’s London- 
based reinsurance 
operations has been mount- 
ing since the group 
announced in May feat it. 
Was reviewing how Eagle 
Star Re. the reinsurance arm 
of Eagle Star, the composite 
insurer owned by BAT, 
would fit with its own busi- 
ness. Zurich, advised by 
Donaldson Lufkin & Jen- 
rette, refused to comment. 
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LucasVarity, the car and 
aerospace parts group, yes- 
terday put its truck brakes 
business up for sale with a 
price tag estimated at ElOOm- 
£U0m ($165m-JlS2m). 

The company also said it 
had created a separate auto- 
motive division to consoli- 
date its remaining vehicle 
business, concentrating on 
the car industry. 

Victor Rice, chief execu- 
tive, said: "We have con- 
cluded that our heavy 
vehicle braking systems divi- 
sion cannot alone sustain a 
leadership position in a sec- 
tor that is undergoing rapid 
consolidation. 

"Recently we have 
received strong expressions 
af interest in this business 
from a number of third par- 
ties. We would expect to 
reach agreement on a sale 
during this year.” 

Analysts said the US-based 
business could be expected 
to fetch “at least” £100m- 
£llOm, in line with the 
industry average of Q.&A.7 . 


year. 

The divtaon employs L800 
staff, mostly at the head- 
quarters in Dayton. Ohio, 
and a plant at Cwmbran in 
south Wales. It supplies lead- 
ing track makers including 
Mercedes. Volvo and' Ren- 
ault. 

The group began its move 
away from heavy vehicles 
last year with the sale of 
Perkins Engines, the diesel 
specialist, for £800 ul , 

Analysts welcomed the 
move to focus more on high- 
margin, light-vehicle mar- 
kets. “This is a scat of core 
business. It shows they are 
prepared to take an even 
more radical view perhaps 
than we'd originally 
thought, it suggests they are 
more committed to share- 
holder value.” said one. 

. The company said the new 
LucasVarity Automotive 
division would bring 
together the light-vehicle 
braking systems, after- 
market sales, diesel systems 
and electrical and electronic 
systems. 


Laporte yesterday moved to 
create one of Europe's big- 
gest fine and speciality 
chemicals businesses with 
the- announcement of a 
£6llm (fibn) recommended 
cash offer for Inspec Group, 
its smaller rival. 

The enlarged group will 
have annnai sales of about 
£Lbn and wfll be a leading 
European supplier to the 
pharmaceutical, life sciences 
and, agrochemicals sectors. 

The move is the latest sign 
of consolidation In the UK 
chemicals industry where 
valuations have fallen 
steeply in recent weeks in 
the wake of the financial cri- 
sis in Asia, the strong pound 
and the downturn in UK 
manufacturing. 

The offer, at 340p a share, 
is. set to end Inspec's che- 
quered history as a public 
company. A £40ra buy-out 
from British Petroleum in 
1992, ft was floated at 160p in 
1994 but disappointed inves- 
tors two years later with a 
profits warning, plans for a 
controversial share option 
scheme and a rights issue to 
fond the purchase of Shell's 
fine chemicals business. 

However, it was re-rated 
earlier this year after It quit 
commodity chemicals to cou- ' 
centra te on higher margin 



An Lang 


businesses. 

Laporte - which has been 
through a wide-ranging re- 
organisation under Jim 
Leng, chief executive - had 
long been expected to make 
a sizeable acquisition after 
making nearly £300m of dis- 
posals in three years. 

The deal was juiced at a 
multiple of 11.5 times 
Inspec’s operating profits 
last year. However, Laporte's 
shares fell 15‘Ap to 640!Ap. 
Analysts said this was 
because the two companies 
also unveiled interim, results 
depressed by Asia and the 
strong pound. Shares In 
Inspec rose lp to 333\4p. 
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By din Cooksan 


British Biotech has recruited 
Christopher Hampson, a for- 
mer director of Imperial 
Chemical Industries, to suc- 
ceed John Bateman as non- 
executive rihafrman 
Mr Hampson, who is chair- 
man of BMC, the building 
materials group, joined the 
board of the biotechnology 
group this week. He will 
become chairman when Mr 
Raisman retires on Septem- 
ber 30. 


His priority wfll be to help 
find a new chief executive in 
place of Keith McCullagh, 
who leaves British Biotech 
on September 23. Mr McCul- 
lagh has been aft the centre 
of the dispute that has raged 
over the past few months 
over whether the company 
misled investors about the 
prospects for drugs in devel- 
opment. . 

Mr Hampson, a 66-year -old 
Canadian citizen, joined ZCI 
in Canada in 1956 and 
retired from the chemicals 


group as a main board direc- 
tor 38 years Later. During the 
1980s be was chief executive 
of Id Australia. . 

His current responsibili- 
ties include non-executive 
directorships at BG and two 
Cana d ian companies, SNC- 
Lavalin. and TransAlta. 

British Biotech said Mr 
Hampson was asked to 
become chairman after a 
wide-ranging search that 
threw up several suitable 

Analysts said British Bio- 


tech had done well to recruit 
a “solid heavyweight indus- 
try figure” to lead its 
revival 

But British Biotech shares 
fell with the market yester- 
day, closing lp down at 33p 
- about one-tenth of their 
peak value in 1996. 

..The decline has been 
driven by doubts about the 
efficacy' of the two main 
drugs the company has in 
development, marimastat for 
cancer and Zacutex for pan- 
creatitis. 
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At Credit Suisse Rrst Boston our placing power and mufti-currency execution 
capabiTfties in the international debt markets have been long established. Our cSents refy on 
us for leadership and innovation in the developing euro market Whether it 
is for a debut issue, the longest ever issue or an innovative floating rate structure. Change 
means opportunity. 
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INTERNATIONAL CAPITAL MARKETS 


Europe shrugs off Wall Street’s fall 


Eurex to 


GOVERNMENT BONDS 


By Jeremy frant in Umdoa and 
Join Latete m Mew York 


European bond markets 
shrugged off Tuesday’s steep 
drop on Wall Street, ending 
steady to higher yesterday 
after dollar weakness 
against the yen held any 
hoped-for rally in check. 

However, US Treasuries 
Cell sharply in New York in 
the morning as US stocks 
staged a mild recovery. 

Analysts attributed this to 
relative stability in Japan 
where the previous plunge 
on US equity markets did 
not spark an equally sharp 
sell-off 

Most agreed that the 
underlying tone for bonds 
remained firm, as emerging 
markets remain out of 
favour. Russia tackles its 
financial woes and Japan 
attempts to patch up its 


creaking economy. 

Michael Derks. senior 
strategist at Nomura, said 
an additional lector in 
favour of bonds was that 
investors were apparently 
starting to view equities as 
over-priced. 

“The Dow [Jones Indus- 
trial Index] has been sending 
a very strong message, that 
equities as an asset class are 
over-priced and there are 
some over-optimistic 
assumptions on [company] 
earnings contained in cur- 
rent prices." he said. "It’s a 
tricky time far stocks and 
there are plenty of reasons 
to be in bonds, quite apart 
from what's going on in 
Japan." 

However, the morning 
share rally sent US TREA- 
SURIES down by midday. 
The benchmark 30-year Trea- 
sury bond fell X to 106%, 
sending the yield higher to 
5.675 per cent 


Fannie Mae 
braves volatility 


INTOTWIIONALBONDS 

By Vincent Boland 


Highly-rated issuers 
dominated international 
bond markets yesterday as 
corporate borrowers stayed 
out, although the slide in US 
share prices did not impact 
greatly on spreads, which 
widened marginally. 

FANNIE MAE. the US fed- 
eral mortgage agency, priced 
its $3bn add-on to the 5-year 
benchmark bond at 27.75 
basis points over treasuries. 
This was a quarter of a point 
above the upper limit indi- 
cated when the issue was 
launched on Tuesday, 
reflecting the more volatile 
market conditions. 

The original $4bn issue 
was launched in April at 18 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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10 YEAR BENCHMARK SPREADS 


Spread Spread 
BU « vs 
YKfd Bonds T-BORds 


Spread Spread 


542 +0*3 

479 +020 

482 4023 

543 +084 

430 +0 St 
478 +0.19 

471 +012 

458 

*87 +028 

488 +020 

154 -335 

460 +0.10 


MHnttUS 460 +0.10 

EMERGING MARKET 


-ate Nmz&dmd 
-085 Norway 
-062 Rrtnd 

-031 Spain 
-054 seed® 

-086 Swi&ertaofl 
-073 UK 
-085 US 
-057 ECU 
*055 Sans mat 
-3.90 Lnuta n^j 
-0.75 W» w faiJ |M4 

BONDS 


M 

rw 

«s 

Bvdt 

V3 

T-flOKfe 

&n 

+102 

+OS7 

334 

+075 

-010 

492 

+033 

-052 

4S0 

+031 

-054 

4.89 

♦030 

-055 

202 

-177 

-202 

5.66 

+107 

+022 

044 

+065 • 

- 

4.75 

+016 

-069 


I BSMFT HnA 
■w 1M aasks- 


liflijunn 
Hva&* 0927 


■ ASA .. 

Odra 07/00 7.750 688+ 

nepptes 10716 0.790 B&+ 

TWfend OMJ? 7750 BSB- 


■ MncmmouLEKsr 

UteKi 07 rn 6-125 88- 

SQUhAUra IMG 8-375 B8f 

Turtsy 0907 10000 B 

■ huukwbs 

A/garin 03123 5.750 B8 

flOzfi 04/14 53 00 28- 

Uadco 12/19 0250 28 

vsnaaeu asna 6750 B+ 


BU 

an 

Oay'B 

cage 

ears 

eta 

tort 

*3 

Drtee 

Jta 

t* 

m 

US 

980104 

755 

*0.03 

-053 

+Z.I3 

104.1488 

027 

-007 

-039 

+083 

650000 

177B 

+082 

+204 

+1202 

940OOO’ 

1007 

+009 

-009 

+4J2 

8T0SOO 

11.% 

+017 

-0.18 

+6.00 

114.7500 

901 

+014 

-007 

+4 S 

1039078 

7.10 

+007 

-001 

+106 

94.5131 

908 

+005 

+002 

+305 

090679 

904 

+005 

-0.10 

+4.10 

1020307 

7.79 

-007 

-0.44 

+208 

970495 

078 

+085 

+060 

+304 

99.6373; 

1002 

+008 

-Oil 

+408 

73.1250 

808 

+003 

-002 

+2.78 

740750 

1067 

+0,14 

-013 

+506 

820000 

707 

-006 

+005 

+2.41 

702500 

046 

+00l 

+003 

+as9 


umob tug. Me* to iss. 

Saxtod 8 tel reft*. 


Shorter-term issues also 
lost ground. The 10-year note 
slipped s to lOlfi, yielding 
5 .449 per cent while the two- 
year note fell i at 992. yield- 
ing 5.425 per cent 

Later in the afternoon ses- 
sion the focus will be on the 
day’s mat" economic report, 
the Federal Reserve's “beige 
book". This is expected to 
shed fight on the Fed’s views 
of US economic performance. • 
"It could help differentiate 
the effects of the ‘ [General 
Motors] auto strike from the 
rest of the economy.” said 
Kevin Logan, economist at 
Dresdner Klein wort Benson. 

He said the report could 
reveal how widespread wage 
pressures are and the extent 
of the impact of the Asian 
financial crisis on US eco- 
nomic growth. 

Early in the session the 
Treasury Department 
released its refunding sched- 
ule for August It will sell 


$37bn in notes and bonds 
next week, indnding $16bn 
in 5-year notes and SlObn in 
30-year bonds. 

UK GILTS were lower as 
investors succumbed to 
nerves ova* the outcome of 
the Bank of England’s inter- 
est rate deliberations, expec- 
ted today. 

The Bank’s monetary pol- 
icy committee is set to 
announce its decision on 
rates morning. The mar- 
ket does not expect a rise, 
but Jeremy Hawkins, chief 
economist at Bank of Amer- 
ica, said the markets - hav- 
ing been stung once already 
In June - were choppy all 
day. 

“Gilts are poised for a 
fairly decent rally but they 
do need to feel more comfort- 
able that rates have topped 
out before they can do it,” be 
said. 

He said the purchasing 
managers’ survey, out yes- 


terday and revealing that 
the service sector is slowing, 
would support a view that 
they have peaked. 

The September io-yeargpt 
future settled down 0.21 
points at Z0&38 is volume of 
53.000 contracts traded. In 
the mar k et , the sp r ead 
between yields on the bendi- 
mark gilt and bond con- 
tracts widened by two. 
paints to 12L 

In GERMAN BUNDS, the 
benchmark futures contract 
hit a fresh high of 109-00 but 
fell back to aid the day. only 
slightly above the previous 
dose. 

Investors ignored local 

data out yesterday, includ- 
ing June industrial orders, 
which were down 1.1 per 
cent from May. 

The September 10-year 
future settled op 0.03 points 
to 10828 In modest volume 
of 37&000 contracts traded In 
Frankfort. 
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basis points over Treasuries, 
and the addition means that, 
at |7bn, the bond is the big- 
gest non-government issue 
in the market 

“One of the reasons we 
reopened the April bond 
rather than have a new issue 
was to create a highly liquid 
bond, and Investor demand 
was in the 3-5-year area.” 
said Nadine Bates, a man- 
ager of long-term funding at 
Fannie Mae. “Where oppor- 
tunities present themselves 
we will look at reopening 
other issues.” 

Some 58 per cent of the 
paper was sold to European 
and Japanese buyers, with 
the rest going to the US. 

FEDERAL HOME LOAN 
BANKS also tapped the mar- 
ket with a $l5bn issue that 
will be priced later today at 
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24 basis points over Trea- 
suries. 

• GREECE plans to relax its 
rules on drachma-denomi- 
nated eurobond issuance to 
allow for larger sizes and 
more liquidity. Borrowers 
win currently issue bonds up 
to a maximum of DrlObn, 
although su pranfltinnfllg can 
issue up to Dr30bn, 
AP-DJ reports. 


The limit for all borrowers 
is likely to be raised to 
Dr30bn and the queueing 
system, which allows only 
one issue a day, will be 
reviewed in September, 
accor din g to a senior official 
at the Bank of Greece. The 
result would be greater 
liquidity in a smaller num- 
ber of bigger issues, which 
issuers and syndicate under- 


writers have been seeking. 

The central bank also 
plans to disengage 'from the 
market when liquidity 
improves and more borrow- 
ers have issued drachma-de- 
nominated paper. Recent 
H mchma^ l pinftTniTiatad bonds 
have been around DrlObn in 
size; and the sector is prov- 
ing popular as a play- on 
European rates convergence. 


Eurex, . the new German- 
Swiss derivatives market, Is 
to launch a futures , contract 
based on 30-year German 
government bands, or bunds, 

and fe Maw M wlTi g . lannrhing 

a futures contract an Italian 
govemmmt bonds. 

The German government 
bond contract, Eoxo-BUXL, 
will be launched cm October 
2, and is file -latest sign of 
Eurex’s determination to 
become the leading Euro- 
pean derivatives, exchange 
after the introduction next 
year of the single currency. 

This raises further ques- 
tions about the fotnre of the 
Euro Alliance between 
Eurex and France’s Motif, 
which has also announced 
plans for . new European 
long-term government band 
contracts. 

Earlier fids, week, Eurex 
jmnntmrpH that its .German 
bund fotnre had become the 
world’s most heavily traded 
futures contract, and last 
week it announced a range 
of products on the Euribcr 
and Euro-Libor interest 
rates, which it hopes will 
help it win business from 
the London International 
Financial Futures Exchange. 

Jfirg Franks, chief execu- 
tiyeof Eu rex, s aid the Enro- 
BUXL contract rounded out 
its range of interest rate 
derivatives and would 
enable it to cover the entire 
yield in the D-Mark bond 
market, which is the Euro- 
pean benchmark. 

Mr Franke denied that the 
launch of the new product 
threatened Eurex's alliance 
with Matif. He win meet 
MaftT officials of the. French 
prchang e next week to dis- 
cuss cross-membership..' 


Aeroflot, the Russian airline, 
has secured a $350m syndi- 
cated loan from a consor- 
tium of international banks 
in the first significant trans- 
action for a Russian bor- 
rower in the Joan markets 
fids year. 

Bankers warned, however, 
that the success of the Aero- 
flot loan, which will be used 
to pay for 10 new Boeing 737 
aircraft, did not mean the 
market was reopening to 
other Russian borrowers 
after several deals were post- 
poned earlier in the year. 

The Aeroflot loan was 
tightly structured so that 
ownership and registration 
of the aircraft - the security 
for the funds - are with a 
special-purpose vehicle Id 
B ermuda. JBut it was given 
without recourse to a guar- 
antee from the Russian gov- 
ernment and includes no 
repossession insurance. 

It was arranged by Chase, 
and the syndicate includes 
German. Austrian, Dutch. 
French, US and Japanese 
banks. Banks ' have been 
reluctant to increase their 
exposure to Russia, bat this 
|n nn is understood to have 
attracted strong interest 

“The most difficult filing 
in a Russia deal is to get 
hanks to use their valuable 
country limits. We were able 
to achieve that in fids case," 
a banker at Chase said. 

About S300m of the totalis 
for 12 years and was guaran- 
teed by the US Kxim Rank it 
was priced at 30 basis points 
over the London interbank 
offered rate (Libor). The 
remainder, for up to eight 
years, was advanced an com- 
mercial fM and priced at 
450 hast* points over Libor. 
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That is substantiaffy tower 
than the levels at whWi Ras- 
cinn sovereign deK te trad- 
ing. Spreads an MinJstrjr <>f 
Finance hoods flifioFlng) sod 
rtho- government drirt haive-. 
widened in recent days to 
well over IjOOO basis palntt «■ 
10 percentage points - over 
fire US treasury market . 

Banks have been strug- 
gling with a lane Bst of toah 
deals that were announced 
earlier this year hut have 
had to be repeatedly past* 
paned. Borrowers ss large as 
Lukoil and Yuksi. two of fire 
biggest companies In Russte, 
have struggled to secure, 
finance after mandating 
banks to run loans at the 
start of 1998. 

Michael Eggieton, bead of 
-fixed income fear the former 
Soviet Union at Credit Sut- - 
see First Boston, estimates 
that between $700m and 
Slbn of public loans for the 
corporate and hanking sec- 
tors will have been be rolled 
over in August and Septem- 
ber. “Until sovereign yield 
spreads start to tighten, the 
sub-sovereign sector is 
unlikely to recover," he said. 

Rates for unsecured lend- 
ing look unpalatably high 
for many big corporate ' 
names, so those that are pro- 
ceeding with deals are those 
that most need the cash. 
This adds to the risk profile 
of the market 

However, Aeroflot has 
shown there is still appetite 
for structured deals, where 
the domestic Russian risk is 
mostly ofteet But new rules 
designed to increase tax rev- 
enues from energy-exporting 
companies could make it 
much harder for oil groups 
to raise loans secured on oil 
export receivables, as Gaz- 
prom. the gas giant, was 
able to do last year. 
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Wall Street slide knocks the dollar 
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MAW^REPORT 

By Simon Kuper " 

IHMHIm WIm.m 

Ti?e doDar was stm reeling 
last night from the biggest 
fail of the year on Wall 
‘ on Tuesday. 

Dow Jones Industrial 
je dropped more than 
per cent that day, fciVim r 
its losses for the past three 
weeks to more than 9 per 
pent. Even though it 
Rebounded yesterday, the 
.dollar continued to bm p^h . 
(Adrian Schmidt, senior econ- 
lomist at Chase in London, 
‘said: “The stock market 
! weakness brought US bond 
I yields down and that th^a. 
I assets less attractive to for- 
eigners/ 1 Traders are wary 
of capital flight from the US. 

They are also reluctant to 
sell the yen after Tokyo’s 
recent- efforts to emphasise 
that it still believes in inter- 
vening for its currency. On 
Friday Kiichi Miyazawa, the 
new finance minister, had 
questioned the use of inter- 


vention, hurting the yen. 

The market -is waiting for 
Keizo Obuchi. Japan’s, new 
Prime minister, to outline 
fiscal stimulus measures ia a 

speech to parliament tomor- 
row. Some traders expect s 
bold speech, prompting a 
rise in the yen, and then 
instant intervention to give 
the Currency another hand 
up. Because they expect this, 
however, few of them are 
ve ry lo ng the dollar now. An 
intervention migh t therefore 
achieve, little. 

For most of the day 
market was motionless. 
Traders are w a i ting for Mr 
Obuchi 's speech -and for- 
today’s outcome of the 

of Rnglan^ jn rtnwfaiT y -pol- 
icy commltee meeting. In 
addition, it Is August. 

The dollar closed in Lon- 

■ POUND Hi NEW YORK 
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£*p* 
1 t*ti 

3oA 
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13328 

13272 

1.806* 


- Pm*. Oam - 
13360 
irewn 
13280 
13074 


don at DM1.772 to the 
D-Mark and Yl4 to the 
yen, down LL pfg and yQA 
on Tuesday's dose and near 
overnight lows. 

■ ■ Does the dollar really 
move with the Dow? A new 
JT. Morgan study concludes, 
more or less: “Up to a point. 
Lord Copper." 

- It says that a crash on the 
US' stock market does not 
necessarily hurt the dollar if 
other stock markets crash 
too. For if that happens fund 
managers do not repatriate 
their money from the US. 

However, if Wall Street 
fans more »Tmn other stock 
markets, then some money 
leaves Mew York, and. the 
doDar does suffer. That is 
what has happened in recant 
days, says Rebecca Patter- 
son, currency strategist at 
JJ*. Morgan in London. 

■ “Pound? What pound?" 
fat* been the attitude of the 
UK government since It took 
power last May. It has never 


jte.dattrand sfocks 



tried to manipulate the cur- 
rency. preferring to -concen- 
trate on inflation instead. As 
a result it has had to play, 
down the ifamag p that the 
strong pound has done to 
industry. 

So it was a gain yesterday. 
Brian Wilson, the new UK 
trade minister, said: “I'm not 
pretending the strength of 
the pound is not an element 
of the challenge facing com- 


panies, but to blame it is an 
oversimplification of firms' 
problems." That makes a 
change from the last govern- 
ment, whose main priority 
between 2968 and 1992 was to 
keep the currency stDL 
Tim Fax, treasury econo- 
mist at Standard Chartered 
in London, said the pound 
would probably suffer 
whether or not the Rank of 
England raised rates today. 
A rate rise would be seen as 
the last of the cycle, and 
would heighten fears of 
recession. But if rates stayed 
unchanged, many traders 
would think they had peaked 
and they would likewise sell 
sterling. “It's a lose-lose situ- 
ation," said Mr Fox. 

■omra cumaces 

M s e s 

Cad *912966 • 91374830.749] - 307740 
HdW 3S27S* - 353227 21SB0 -215JW 
km 481070 • 490600300000 - 300030 
knmH 03816-03034 O30EB - 02009 
*w 46006 - <8158 23400 - 23C30 
feted 53017 • 50064 1040 - 3.4250 
tea* 102831 - T029U 02BS5 - 62070 
UAL 66003 - 60140 337TS • 33740 


■ Central bankers seldom 
teD everyone how weak their 
economies are. But Hanna 
Gronkiewicz- Waltz, head of 
the National Bank of Poland, 
has taken this brave step. 

Presumably hoping to 
weaken the zloty, near the 
top of its 10 per cent trading 
band, she said: “We had 
overconfidence in Hungary, 
which was said to be well 
equipped to transform from 
a central plan economy, then 

the Czech Republic, which 
was a model of transition. 
Now 1 am concerned this 
overconfidence may touch 
Poland and that there could 
be rapid devaluation." 

She noted that the govern- 
ment planned to raise next 
year’s budget deficit by 0.S3 
per cent of gross domestic 
product to 2.15 per cent. But 
the market all but ignored 
her. The zloty barely weak- 
ened from its all-time high, 
and now stands at &96.B36 
per cent above its parity 
against a basket of curren- 
cies. 
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Pacific Re, Ltd. 

Floating Rate Notes due May 31, 2003 
extendable to May 31, 2005 


The proceeds from this offering have been used to collateralize a retrocession agreement 
between Rirific Re, Ltd. and Munchener ROckvetsi ch erungs-Geselischaft, die world’s 
largest reinsurance company, covering a pool of insured property risks originally 
underwritten by The Yasuda fire and Marine Insurance Company Limited, 
the second largest non-life insurance company in Japan, 
against risk of loss arising from typhoons. 


These securities bare been sold in the l Jailed Stales and internationally in private offering t 
that included sales pursuant to Rule 144A under the Securities Act of 1933. 
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COMMODITIES & AGRICULTURE 


Asia puts pressure on pulp prices 


By toy Mead 


The pall hanging over the 
global pulp industry was 
highlighted yesterday by two 
pieces of news from Sweden 
AsslDomfln turned in worse 
than expected half-year 
results and Sodra is to sus- 
pend production for two 
weeks at three mills, the sec- 
ond such halt this year. 

Sodra’s temporary shut- 
down of three mills will take 
50,000 tonnes of pu Ip off the 
market during August-Octo- 
ber, in addition to the 25,000 
tonnes removed as a result 
of the earlier closure. 

Back in April producers 
and analysis were optimistic 
that wood pulp prices had 


bottomed out at $550 a 
tonne, having fallen from 
$610 a tonne in December 
1997. But pulp futures on 
Pulpex, the London-based 
electronic pulp exchange, 
are now down to $430 a 
tonne, for the September 
1998 contract. In April, the 
same September contract 
was trading at $560 a tonne. 

in Scandinavia, as in the 
US, paper and pulp produc- 
ers have caught Asian Du; 
Sodra said Its move was 
prompted by global oversup- 
ply, itself a consequence of 
the economic slowdown 
throughout Asia. 

The pulp market - as in 
metals, softs and freight - 
has been wrong-footed by 


the Asian crisis, which is 
threatening to be longer- 
lived and more traumatic 
than suspected AsstDomSn's 
results were ''shockingly 
bad," according to one ana- 
lyst "It means that things 
are much worse than might 
appear on the surface.” 

“There are a variety of fac- 
tors coming together, with 
bad news across the board, 
according to Hakan O stlin g. 
analyst with Goldman Sachs. 

"Pulp is the only truly 
global commodity in the 
sense that Asian producers 
can compete head on with 
European and North Ameri- 
can producers. What we are 
seeing are inventory bobbles 
building up in the system on 


the consumer side. Producer 
stocks' have come down but 
only two key factors will pre- 
vent much more downside 
into 1999: the whole macro- 
economic environment has 
to improve, and there has to 
be much more producer dis- 
cipline," said Mr Ostling. 

Fart of the problem is that 
Asian pulp producers’ costs 
have soared following their 
currency devaluations, and 
thus they have a strong 
incentive not to show much 
producer discipline. Indone- 
sian pulp producers In par- 
ticular have been stepping 
up production and selling at 
low spot prices, simply to 
cover their debt costs. 

Sodra's reduction amounts 


to about 4 per cent of its 
total production. Of much 
greater significance was US 
pulp producer Georgia-Pacit 
ic’s announcement on 30 
July that it would close two 
plants indefinitely; a produc- 
tion cut of 500,000 tonnes. 

“When the chips are down 
experience shows that pulp 
iwillje will significantly cur- 
tail their output We should 
see a slight price recovery in 
October-November. which 
normally are two strong 
months. But for any real 
Improvement we will have to 
wait until next year - and 
that’s contingent upon 
Asa," said Nicholas Spoliar. 
analyst with Paranure Gor- 
don. 
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Brazil producers ‘could 
hold back 8m bags’ 


MARKETS REPORT 


By Robert Corzfoe 
and Gary Mead '• 


Prospecting in bandit land 


US mining groups are moving into Mexico’s Guerrero mountains 


B anditry and kidnapping 
in Mexico’s inhospitable 
Guerrero mountains 
might deter some, but not 
intrepid North American 
mining companies, which 
are moving into the area in 
search of what they suspect 
Is one of the country's rich- 
est mineral belts. 

About 20 companies, 
mostly from Mexico, Canada 
and the l)S, are carrying out 
exploratory drilling for gold, 
silver, lead and zinc in the 
first big Incursion into 
southern Mexico since min- 
ers were routed from the 
region by Mexico's 1910-1917 
revolution. 

In June, Teck Corp from 
Canada and Grupo Mexico 
(via their Miners Media 
Luna and immsa subsid- 
iaries) bid $3m and $4m, 
respectively, to win govern- 
ment concessions for the 
unexplored 42,800 ha Morelos 
Reserve in Guerrero. 

The territory, between 
Mexico City and Acapulco, 
abuts the Mezcala Project, a 
big site under exploration by 
Mexicos Pefioles, the world’s 
largest silver producer, and 
Newmont of the US. It has 
estimated gold reserves of 
2m ounces. 


Production at Mezcala. 
which was set to start next 
year, has been postponed 
because of an important new 
discovery, according to Peti- 
oles. But when extraction 
starts in 2001 the mine is 
expected annually to pro- 
duce 200,000 ounces. "Once 
Mezcala is in operation, we 
think it will be the largest 
gold mine in Mexico,” the 
company says. 

The ma jr-h of mining com- 
panies into Guerrero is a 
godsend to the state govern- 
ment, whose efforts to 
attract investment outside 
the tourism belt have been 
hindered by the emergence 
of guerrillas two years ago - 
the Petloles-Newmont mine 
alone has about $67ku ear- 
marked for investment. 

But the prospecting has 
come at a price. Workers 
have been kidnapped and 
truck drivers are regularly 
held at gunpoint Relations 
with the local communities, 
who consider the sub-soil 
wealth their birthright, have 
been strained. The tensions, 
miners say, reflect the gritty 
nature of Guerrero, which 
means “warrior” in En glish 

Mu ch of the gold and mas- 
sive sulphide belts in the 


state are in a poor area 
called Tierra Catumte, or Hot 
Land - fitting for the locals' 
temper « nd the niimate. 

But the promise of gold 
means companies shrug-off 
the risks. “There's some ban- 
didos there, for sure. But it’s 
almost like paying a tax. We 
look at it as the price of 
doing business," says Ken 
Thorsen, president of Van- 
couver-based Teck Explora- 
tion, which had a M avican 
geologist kidnapped. "If 
someone got killed it would 
be a different story." 



Mining investment in Guerrero *a godsend for state government* 


A t Nukay, a mine owned 
by Miranda Mining 
Development and Teck. 
the kidnappings stopped 
after a community relations 
programme last year that 
included f unding a fishing 
co-operative. State police 
help patrol the mining facili- 
ties . and the army carries 
out random checks of explo- 
sives at the mines to ensure 
none is diverted to rebels. 

Attracting mining compa- 
nies to Guerrero has been a 
priority of the state and fed- 
eral governments. According 
to Amin Zarur, the state’s 
minister for economic devel- 
opment, this year mineral 


exploration alone brought 
some SSQm to the state. If 
the exploratory findings are 
borne out, he expects mining 
companies could annually 
invest some $500m in Guer- 
rero within five years. 

Such growth would make 
it the state’s second biggest 
industry after tourism, itself 
on the wane since Guerrer- 
o’s only other treasure trove, 
the fading resort* of Aca- 
pulco. fell from favour with 
foreign tourists. 

Mining companies provide 
jobs in a state where unem- 
ployment is double the 
national average. Officials 
say they also pay at least 
double the minimum wage, 
which is enough to stop 
some workers emigrating to 
the US. 

But with gold selling at 


less than $300 an ounce - a 
25-year low - big companies 
have postponed plans to 
excavate in Guerrero. In 
Mexico, the government 
expects a 10 per cent decline 
in gold oatput this year, 
after it doubled to 2BJ)0Cfeg 
between 19 33-97. 

In Guerrero, foreign com- 
panies plan to use heap 
leaching technology which 
enables the low-cost extrac- 
tion of gold with grades 
below 2 grammes a tonne. 
This way. the Pefioles- 
Newmont mine expects to 
produce gold at a cash coat 
of $180 an ounce; wen below 
current prices. But it says it 1 
would still prefer prices 
above $300 before digging i 
starts. . 


Henry Tricks 


Crude oQ prices firmed again 
yesterday in response to the 
developing confrontation 
between Iraq and the UN 
over arms inspections. 

The bellwether Brent 
Blend for September delivery 
was quoted at $12.91 a bane] 
in late trading on London’s 
international Petroleum 
Exchange, 21 cents up from 
Tuesday’s dose of $12.70. 

Yesterday’s rise was mod- 
erated, however, by bearish 
stock data from the US, 
where the American Petro- 
leum Institute reported that 
crude inventories rose by 
LSm barrels over the past 
week to 344m barrels. 

The Increase of refined 
product stocks in the US 
threatens to add a new 
dimension to the oil price 
slump, according to Philip 
Verleger, a US energy econo- 
mist In his latest repeat he 
says a shortage of storage 
could lead to reduced refi- 
nery runs and lower erode ! 
demand by as much as lm 
bands a day. That, be says, 
“could easily delay or even | 
stop the market adjustment 
process anticipated by Opec" 
when it cut crude oatput 

On the London Metal 
Exchange trading drifted 
sideways again in the 
absence of fundamental 
news and investment fond 
activity. Three-months cop- 
per closed $2.50 a tonne 
higher at $1,658.50; most 
other base metals were 
equally trapped in price- 
bands, save nickel which 
riled $25 to end at «M75. 

On the London Interna- 
tional Financial Futures 
Exchange. September coffee 
dosed' at $1,665 a tonne, $13 
higher. Cocoa trading was 
dull and the September 
Future ended the day 

unrhang pd at £1,066. 


OILSEEDS 


India may allow Imports 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 
(Men tarn ftnripmM Mart TraHag) 
■ ALUHMli, 917 POTOIY (5 per tome) 


Precious Metals continued 

■ GOU) COMEX (100 to* ok May 


GRAINS AND OIL SEEDS SOFTS 


■ WHEAT UWE [100 ta** Ejurtene} 


■ COCOA l/TE (10 feaaaK£ta«4 


MEAT AND LIVESTOCK 

■'IRE CUTTLE CUE fiQ/OQta; CBCAOta) * 



Cato 

3 rata 

Ona 

1305LSO5 

1325-26 

Pradoui 

12972-82 

13162-72 

UgbOm 


133471320 

m oscu 

13O324R0 

1323-232 

KM ckna 


1320-21 

Open «t 

nfe 


Ton nrartasrar 

882® 


■ nil— AOOT (8 p er twee) 


Ctasi 

1145-55 

1 1K-75 

Awtons 

1153-6 

1166-70 

«9htai 


118071170 

AM Official 

1140-45 

1165-70 

Kaifi eta® 


1165-70 

Opm tat 

ata 


Total My tamer 

1298 


■ ifADSpertom* 



Due 

SK2-662 

5592-6002 

PiWrious 

549-50 

554-5 

wgMo» 


5597554 

AM on w® 

SI-512 

556-57 

Kart) eta® 


558-3} 

Open tat 

aft 


Total <M i mom 

6/40 


m wcxh. (5 ps tan) 



□ora 

4120-26 

4180® 

Rmtoos 

4080-90 

4140-50 

HQhAw 


4220741® 

AM Offictal 

4105-10 

4155-60 

Ka* eta* 


4170® 

Open InL 

hM 


Tott Mr tannmr 

23215 


■ TW (S pertooM) 



Ctora 

5655® 

5530® 

nmtara 

5675® 

5545-® 



557575530 

AM Offidri 

5670® 

5540® 

tin ckxe 


5540® 

Own tot 

raa 


TMdUr toner 

3236 


■ ZINC, epecM MgA grade Spar tmQ 

Clara 

10605-622 

1081® 

Pfrotaca 

1048-49 

1070-1 

HlgMow 


108371071 

AM oflty 

1051-51/ 

1074-75 

Ksrt) ctara 


J 060-81 

Open InL 

n ft 


Tatti #*1 tannv 

M COPPEB. pada A p 

16.108 

pvtara^ 


Cb» 

1639-41 

1880-62 

Ptmtaus 

1829® 

1850-1 

ttgMow 


166371641 

AMOncta 

1621-22 

16402-41 

Kertictan 


1650® 5 

Open hat 

q/a 


TtbitUb ftmowr 

72/47 


■ LME AM OfficM £/* rate 1/390 


LME Onft Eft oIe 1/3® 


Spot 12B7 3 «•* 1/278 8 Hte 1/lffl 9 Nfe 12121 

■ RGB GRADE C0FPB 

1 (COMBO 



sm oaf* apa 

price taage N|t to M tt 

Aug 28X2 -a8 3895 2875 1280 X3S8 

Oct 289.7 -C7 292* 2800 1.480 11525 

Dk 291.8 -07 2948 291.1 42,719 98/47 

FWj 2935 -0.7 2935 2813 64 1352S 

Apr 2955 -0.7 2900 2900 22 8574 

Jim 2975 -07 2909 2909 38 12573 

W 4896117858 

■ PIATBOM WTMEX [50 Troy ot; Woy <gj 

Oct 3804 +3.4 3815 3775 1,282 8535 

Jto 3804 +14 - - 213 849 

AW 3704 +3.4 1 22 

JM 3704 +14 - - 14 3 

raw ' 1281 M09 

■ BAIIADM CTMEX QUO Italy at; Stay <g) 

S*p 2965* +255 29750 290LOT 299 2595 

On 287.15 +255 28450 26150 48 15S3 

Mr 282.15 +256 28000 28050 - 23 

Total 3*7 0971 

■ SUER COBl (55® Ti»f a^Crttfrarcj 


M Otft 

price ctaagt Ugh tow M 

6010 +060 8755 6756 10 

70.10 +055 7055 69-50 76 

72.10 +050 7155 71.75 22 

74.10 +080 7450 73® 142 

7010 +065 75.75 7550 21 


M to 

10 in 

76 35)3 
22 1523 
142 878 

21 690 

119 7,121 


MU Day's 

price (tows Hgb In* ¥ri 


■ WHEAT CBT &00QwrSB;catoi6nbtonto 
Sep 24075 -050 24075 24000 6590 45270 


Sap 1068 - 1071 1062 1.195 32/26 

Dto 1096 - 1103 1001 1290 44517 

Mm 1110 1122 1115 73 99544 

M*y 1135 - 1137 1138 38 142*5 

M 1151 - 1153 1143 231 7541 

Sap 1167 -2 1171 1100 3550 23553 

totri l&XfttfiU 

m COCOA CSCE (10 toms s/tasnt 


Me 

26325 

- 265 2D 262® 10/36 52,4® 

>* 

is® 

-1 

1570 

1552 4/09 22/14 

A® 

Mir 

77875 

- MU* 278® 

1.713 19224 

Mb 

1592 

- 

16® 

1590 2/30 24.745 

ora 

U«J 

287® 

-0® 289/5 288® 

1® 3/65 

■tor 

1633 

+■1 

1649 

1633 1/93 13/48 

Dae 

JM 

299® 

- 29975 297® 

554 7/34 

May 

1661 

+2 

1665 

1660 1® 5/03 

Feb 

top 

308® 

+1® 30850 30820 

101 226 

JM 

1688 

+2 

16® 

16® 50 1.748 

Apr 

Total 



1 VC 127/28 

top' 

1714 

+2 

- 

- 10 1/77 

Jto 

a MAIZE CST P200 bn BM OTta758b tatoa 

total 




9/85 78/84 

total 


5405 -4.B 5505 5305 12/75 40.166 

5445 -47 5510 5415 1/55 204® 

5455 -4.7 5445 5445 - 28 

5400 -45 5505 5415 94 4.789 


SW 21150 -250 21450 21150 19,126 86534 
Dae 22090 -075 222.75 22050 33.187150806 
Mr 23125 -025 23350 23125 5218 38238 

toy 23950 - 24650 23075 1250 11,113 

Jri 244.75 +025 24525 24450 1/19 16/64 

Sap 24050 - 24075 24025 194 1.661 

TOM 0075731*30 

■ SABLET UFT6 (100 tanoae; g pmatofi 


■ COCOA (1330) (SORVtoraa) 

Aag 4 Plica 

Otoy 126756 

■ COffBEUffip inane; Maa® 
Sap 1663 +11 1666 It 


Srit toy** 

fife* dtanga Mph ten M 

AS 61525+1500 81525 60250 6284 
Oct 61575+1500 61575 60800 0682 
Dae 63350+1-500 63350 62.000 2222 
top 64550 +1.125 65325 60700 72*0 
tor 80Z7S+0525 67200 65/5B 783 
Jaa 84275+0375 64550 60950 122 
total 20347 

■ IBM! BOBS OE HO.OQOto: cntoia) ~ 

A to 50775+0275 51200 50300 5221 
Oct 41225+02S 41250 40700 4/97 
Dae 40625+0700 44200 40900 1/80 
fab 47.175+0300 47200 47.0(10 412 
Apr 46250+0525 47.100 40500 46 

Jto 54.72+0225 54200 54450 32 

DM 11201 

■ P0RKBHUB OAEfiO/OOta; cantBt* 


May 5472 

-4/ 5502 

5400 1 

1,703 

»P 

89-20 +035 

- 

- 

- 

41 

JM 54ai 

-4/ aao 

5502 44 

2/20 

RBV 

72® +0® 

72® 

71® 

75 

877 

Tetri 


14272 81/12 

Jto 

74® +035 

74® 

74® 

35 

282 





Mar 

7525 +0® 

75® 

75® 

- 

65 

ENERGY 




May 

total 

762S +035 

~ 

” 

80 

23 

i/n 

■ CRUDE 08. NTHEX (t.O® teteh. Stan® 


■ SOKABEAIB C8T R00D6O mta; «dBfi08i taria) 


$M> 1663 +11 WB6 1845 2232 17305 

tor 1 635 +13 1837 1815 1/91 11.688 

Jto 1815 *13 1620 1597 264 2,166 

MW 1603 +13 1594 1500 30 1205 

toy 1603 +18 1599 1500 34 . 256 

At 1603 +82 1810 1602 25 78 

TDU 7,782 35/B4 

■ COWS T* CSCE (3730Oto; catoft* 


Abb 62200+0000 62.600 50775 1 220 
Ml 56.12-0.125 50900 50550 871 
Mr 50000-0550 58/00 56200 1 

ToW 2/91 



LONDON TRADED OPTIONS 

State prica * tome —MM— — Ptot— 


CROSSWORD 

No.9^ 



Utaat Ooft 



Opto 


Price 

ctatog* 


Um 

Vri tat 

ftp 

14® 

♦027 

14.15 

13/4 37/58 12® 

ora 

14/S 

+026 

14® 

1194 15/84 67290 

Mr 

14.70 

+028 

14.76 

1420 

2/02 37/35 

DK 

15® 

•028 

15® 

14/7 

4.766 48/37 

Jn 

1528 

+030 

15® 

14® 

1/38 31,175 

Mi 

1552. +029 

1552 

1523 

1.1® 17/43 

Total 

M era 

DEOO.P 

Efftan 

iM) 


69/29487^24 


Bpm 

0»y» 



Opai 


price 

tan 

M9D 

Low 

Vri tat 

ftp 

1266 

+Q18 

1256 

12*2 19/60 57/15 

Od 

13.13 

+025 

1128 

12.74 

9/97 42/28 

Mr 

13/9 

+024 

13® 

11® 

4/23 17/75 

Dk 

13.76 

+024 

11® 

13.38 

2.154 36X24 

-to 

13® 

+022 

14® 

13/4 

1/61 28,773 


14,19 

+031 

t4.19 

1172 

1® 18/33 

Total 





ota elsk 


tog 55550 -9.00 56400 55530 8,773 83BZ 

Sap 54125 -825 55120 64250 5294 16/67 

tor 54125 -650 54825 53850 30.123 78,730 

Jto 58120 -073 55750 54850 7/80 10578 

tor 56075 -7TB 56050 55000 811 8.781 

toy 58000 -620 57400 568X0 159 2285 

Total 45/29 tSZJOB 

■ S0TA8EA1 OB-CHT (BOJOfflK: rartafa) 

Ap| 2172 -007 2328 2325 1/25 4/88 

top 2325 -003 23X8 2175 0880 2*546 

OCt 2324 -024 2408 2326 3/67 15288 

Mb 2404 -004 24.17 2328 8,182 44JB2 

to 2408 -0X6 2434 2407 900 4866 

I to 2417 -0.16 2436 24.12 1,168 7X6 

total 23/82101513 

■ S0TA8EU MEAL OTOOO ft* Sion) 


top 13050 +150 13250 1Z750 5,101 15/01 

Me 12320 +056 12520 121.10 2.140 10274 

tor 11820 +080 119.75 11725 417 5283 

My 11106 +020.1100011820 32 1260 

M ■ 11110 +075 11750 11750 48 1275 

top 11850 +079 11850 11950 44 1/42 

TOW <251 3Um 

■ COffff QCOHIJS aottftoant) 

ABi 4 Pirn toy 

Comp. 6*1 101.15 10627 

15 toy average ■ . 98/4 9113 

■ tofllESagtaifPE go tonta; Stott) 

Oct 2501 +12 2502 2482 645 21,187 

Dae ' 2502 +15 2505 2482 321. 5,153 

2519 +22 2540 2SZ3 575 7/24 

toy 2572 +1/ 2572 2572 - 1588 

Apg 261/ +15 2612 2822 - 1221 

Oct 2612 +12 2627 2827 - 359 

TOW 1/60 37/38 


(99.7%) US 

1250 

1300 

1350 


SEp Dae Sip Oae 

61 96 8 ' 21 

29 67 26 39 

11 43 SB 64 


(Bade A) UE 

1500 

1600 

1700 

■ COBBUre 

1550 

1800 

1850 ■ ■ — ■ 

■ cocoa 

1050 

1075 

1100 


■ HEA7W8 08. WtQDI flZ/OP (6 grifc; OPS gtoj 

Utatf ton Open 

prica dnaga agh Um Vo! fat 
Sap 30® +041 3626 3525 19290 65.134 

Oct 3825 +041 3845 3725 6275 21/83 

Haw 3855 +OS1 3996 3105 3224 15/82 

Mf 4150 +057 47.75 40® 33 2*213 

to +056 4290 4120 1.130 23981 

ft* 4180 +0® 4320 4275 464 14/3 1 

tort a/to1«<M6 


Atafl 

ftp 

142 Z 
139.1 

-20 

-1/ 

1450 

141/ 

142/ 

mi 

4/22 10/13 
5425 2*720 

■ S06AH TV CSCE (112/OOfec; cesttfl&g 

ora 

1304 

-1/ 

1392 

137.1 

2780 19/24 

Mar 

9/9 

+OW 

144 

9® 248 5/47 

OK 

1405 

-17 

142/ 

1355 

8/74 80/95 

ora 

-8/5 

+OT4 

825 

8® 9,4® 0*487 

Jw 

142.7 

-21 

144/ 

1420 

1X82 10/57 

tar ‘ 

117 

+OlO 

922 

212 1/04' 39/85 

Mr 

Tata* 

147/ 

-22 

149/ 

1457 

1.9® 9/58 
sac uam 

tav 

ft* 

116 

115 

+006 

+0® 

121 

117 

115 488 6/81 

116 1® S/39 

■ POTATOES UFE (20 BOMK E par (dok) 

ora • 

Tetri 

a® 

+008 

138 

8L2B 1® B/00 

ie/Bi4B/a 


Sep Dec Sep Dec 

64 108 2B 57 f 

20 81 80 108 

4 31 164 -176 1 

Sip NM‘ top • ** . 1 

118 112 5 27 

76 85 13 50 t 

<2 60 29 ‘ 75 ‘ 

Sip Me top Me.'' 
29 - 79 13 33 

18 S 29 . 44 

9 52 43 56 

9ip Oct Sip 0(S 

23 - 3T - - - 


■ GAS 00 K (Storm 


tor 802 - - - - 3 

tor 1125 - .- 

Apr 1652 -22 1672 1652 64 2.196 

toy 1752 -22 - - - 29 

to 185.0 -12 

RAi 84 11M 

■ fVBGHT ffifTEX) UR (SIQMb poM) 


■ CO 1 108 NICE {60.0008); 


LONDON SPOT MARKETS 

■ CHBOE 08. TO (pn bmri) +c 

Wtf $12/7-227 +0 


Sen Mn Open 

prica tangs Ugh low VM tat 

7320 +020 7420 7320 218 12® 

74.00 +0.10 7520 73.15 6/12 20/11 

7420 +0.10 75.10 74.00 81 2.1® 

7425 +0® 74.75 7425 14 1/66 

7425 +0.® 75.70 74.15 1/35 13/63 

7425 +015 75.10 74/0 14 1/39 

UBsmsa 


Sea Here Qpaa 

prica tanga MW tor m fat 

199/0 +OM 11020 10525 10/® 26/08 

113.75 +120 11375 10950 1280 24,134 
11100 +120 11820 11425 1.680 20/10 
12175 +050 12225 11850 1226 14.009 
12520 +075 12550 122.00 2/53 35X5 

127.75 +075 12800 12520 (.4® 12280 

30/80161993 


Oct 685 -71 

to 925 -16 

Apr . 96! -» 

At 8® -25 

Tool 

ante Pm 
bh an 815 


7® 

-5 

780 

775 

22 

289 

885 

— n 

895 

80S 

24 

513 

925 

-15 

940 

as 

17 

335 

9® 

-25 

— 

_ 

— 

200 

8® 

-25 

- 

. - 

- 

200 


72.05 +1/0 7220 6923 1/97 S2GZ 
71.18 +1/1 71/0 6U0 12® 38205 
7121 +123 7120 7035 y 84 15/81 
72/8 +1-06 . 71-65 ALSO 480 . 7299 
7180 +006 72/5 7125 4® 4/49 

16/60 79,172 

E JOKE l«E (15/OOta; ceriritaf 


tori $12/7-2/7 +0310 

toot a and pried} $1122-225 +02® 

■era Band (S*t $t222-225 +0285 

*.T1 $14/1-3254 +0280 

■ (AL PMRMCIS MEjaaopI Way CF (taairi 



Oh 01 
Hwy Fbri a 


*157-1® +5/ 

*109-110 -05 


10720 -OH 10820 10720 1211 14.171 

11125 -070 11225 11120 118 5J® 

11190 -a SO 11425 11320 81 1346 

116.® -060 11620 11175 10 1/70 

11040 -080 - - 10 684 

12120 - 121/0 121/0 - 273 

1/46.2*2X5 


$80-62 

*119-122 -02 


■ MATaHALGAgfWcatonri 
Met* (top) 11 


1023-1028 +025 

fitnusotra 


PRECIOUS METALS 


■ UODOM BULLION MARKET 
(Price apcflefl hy M M Madrid! 


Gapny at 
Okas 
hratofl 
Mamina fix 
A ft MWOn Ac 

tkfBUan 

Day's Lor 
AnbriPtw 
Loo Ida ■« 
1 morih — 

Znoratu 

3 manes 

Star fix 
Spat 


S prica sap* Sfrequr 

8729287.70 
2BB5D-2B88D 

26085 178289 429/53 

287/0 17B/70 421971 

a7.10-237.40 

&&T0-2B72Q 

iGriBUatogMtofflUSB} 

.—4.71 6 mertto 4.10 

— .h. 429 12 UUnffB 423 

4X0 

pflny ot US da «Uv. 

333/9 54725 


■ WTaBALfiAgffEfr/WlmsipaWpBlMW 

top 10090 +0 080 10100 10020 2® 2/60 

Qa 11.190-0010 - 3,485 

tori 475 2tm 

m MTUKAL6AS WmBUlQOOO IMgai;Stoetej 

UM D*y*» Mm 

prica dsanga S0i Lm Vt* U 

top 12® -0215 1/40 12® 19/18 52/52 

OH 1230-0.017 1380 1/10 5,760 30223 

Kb* 2215 -0.009 2250 2205 3/30 24/50 

Dk 1500-0004 2525 1490 2/50 28/14 

ju 1595-0204 1620 2JBS 1/40 23903 

M 1434-0010 1525 1490 788 15,785 

3S/3471B2M 


PULP AND PAPER 

■ P«rexoiriX(!J®;24rir [ ryinnai 
SeC Day’S 


price ri 

npe ■* Um 

vol 

tat 

430® 

- *?cnn 

m 

443 

460® 

- 481® 460® 

a 

235 



m 

783 


Opae tod and tome data ton tar ceopn 

Mto « cas* Nncx. car, mo. oc. esa 

ud FE erode 08 n ora day riaran. ton ft 
Open tatanal totria an tarril Med imric. 


RITURES UEA 

Att tores cW> rapto fir OKS 


ZPSBBB 

3 irMotas 

Ga MCotaa 
Rngnand 
Her* SoranigB 


— 175 8 rrurtte _ 
— 135 12 morals. 
— 220 
Spike 
290-294 
67-71 


■ OM£A0a 6AS0UE 

KHEHC/0Q US grih. cABgfcj 

UMt D 8j*» 

price drift* B* (jm 

Stp 41® +0® 4110 41/0 

Ora 42/S +054 4115 41/0 

to* 43.70 +024 4399 4190 

Die 4420 +029 4470 43.70 

to 45.25 +069 4&25 4420 

Ml 4420 <5/0 4020 


Isa VM 

41/0 172*9 ■ 
41/0 03® 
4190 1242 
4370 1/® 
4450 1® 

4020 778 

27/12 


Nuts and seeds Prices tom K ra*fe> 
London 5 par nVL Irerttan ptatacNos 28/ 
30 raw ftn aM) natufsuy opanad pound); 
crop 1997 ra $3,150 FCA at Cffi Awn Han. 
Dawn due Id devaluation at kranian Cgr- 
rancy. Ttotdsfa haaataiito 13715 and 11/13, 
far new crop htfcrakn $4250 CFR. Mar- 
ket uiraafaia tatan caal rawa oop 1988 
CFR tarn top ra^pera. W320 at $5/00 
W240 ra *7,090. iMricet way strong dua to 
heavy datoutt ar+aw seeds bom Africa. US 
Bfanands new crop asttmata at 540m 
partis standard 8 par coni crop 1997 at 
54,400 FAS, crop 1068 at $4300- Few 
putiases. 


INDICES 

■ Mem (Ba»w la/asi =ioq 

API S Aoq 4 BtaBtfiaao yaraga 

1551/ 1SO0 1540/ - 19202 

M CH8 tow gag 1967 a 100) . 

Aw* .Aag 3 Staafc ago pr ago 

20 is 6 solas ■ - - 

■ B9B Spat IBta 1970 e 1001 ' • 

Aug * Ant* Sribw jav age 
143 JO 7 4380 15520 \ - VBX 

UC aWBUBE 8T0CBS M 
Mai toffl ’ -2/00 tt 470/60 

.tariri u i r riSy *400 - .» bob n 

Ccppw +1,1® to . 20225 

Load to 10/350 

lirari +102 • . to ;• 80298 

a* *®0 -to 375/50 

tlo -30 B 52® 


GoU.lar ley o/f 
- Star per ftp o&' - 
Ptoaa (parppyazj 
Pritofam barmy <aj 
toppr 

UaJ (USprodj 
bn data Imps) 
TtafftowYWO •' 
CMe (fin wetgHJ 
Sbeap ** wigM3 
figs pa wicKn 
(ao. toy earn 8*1 
Lon. Per ngb fata) 
Bntef &Q-' ktsQ ■ 

iwwswmnti 

. VltMf {15 Orik N 0 S 8 
totor(S*»». . 
WMrWJf 
.fttter 60RSSM1) 
Cncontm (Pfrqf 

BapraON® 

Soyriwa* W 
Cotta MUtK Wta . 
Ptaritos tto' /yi 

AgMra awatatatortaj 

Sard pga ad*. ' 


$287.45 +050 

. 54030C -120 

*37820 +120 

*28320 - -1.® 

832c 
. 45200 
Z2.74T 
2895 
• 89/Tp 
10W6P 

S2I100 -060 

*25020 +340 


£109X0 

--tar 

*7.25e 

47.75P 

28200n] -4/0 


p'poBragrcsertMNwv 

sitaf Wrarsria Lltf 

■ toast <aPMh.Jtadwab 


ACROSS 

1 HeTl be pleased to take you 
for a meal (8} 

6 Soft and perfect dairy food 
(6) 

9 Claim Cardinal Brown 
holds one (8) 

10 One photographing Amer- 
ica without one is stated! 

(6) 

U. Offer diced nuts and tea, 
perhaps (8} 

12 Retiring, is talcing airmen 
® beastly Journey (6) 

14 Frightening poor MEP into 
running about (10) 

18 Stripped and bound for not 
wearing a hat? CIO) 

22 Managed to swindle mil- 
lions by chance (6) 

28 Avoid, publicity during 
adventure (S) 

24 I rushed back, cold and 
blue (6) 

25 Threaten to pack in inw^^ 

26 Crazy person never fiist to 
speak (6) 

.27 Peraoa from Corfu, say, is' 
to win a sovereign (8) 

DOWN 

1 It's funny to arrive without 
the French lady (6) 

2 yute r nymphs in a sad 

form (g) 

8 ? u ?5“ W®* Clint acts a 
wt! (6) 

4. Actor with sltar disguised 
as a lord (io) 


6 No Jess a club for introduc- 
ing nude dancing? (8) 

.7 Secret organisation wants 
them if haric in Alcoholics 
Anonymous (35> 

8 Lessons provided by palm- 
ists? (8) 

13 They replace and mend 
spar as broken CIO) 

15 Where Jack and Rimiho+h 
lack upbringing (8) 

16 Nip back to tipster clutch- 
ing right computer list (5-3) 

17 Companion at hone learn- 
ing about poison gas (8) 

19 Fruit is included in ike- 
bans, naturally (6) ■ 

20 Caught a good . German 
leader in bed! (6) 

21 Porta- is to cany topless 

gW (6) . 
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Brezman coffM ptouw* 

to the Cooxupe ««perart». Bmffs ■ 

Ximenes, the hank president aakHte 
of between 7m and 8m bags 
coffee prices-They wfB ' 
existing loans, instead of 8 

intervals, conwiify ananrwlised 10.6 per wnt pw* 3 pw 

^ do Bmsl wffl finance up to/70 P« cwt tetae 
average internal pftoe of the previous morrB -i, on w^tigi 
would be payabfe. 

*7?ie sum of financing which flte B®™** ^ 

bags bom sate, stopping P^dS frtxn fB/Ilr^r 
Xknenes as saying. It noten 
Brazil is now harvesting and stapp^g hs 
which at an estimated 35m bags should 5® «|®?W Gtt ' Dr 
10 years and a sharp improvement from the 23ff«5m 
bags produced in 1997-98. • . .. _ 

Lsstweek, m a move to promote stock retenti on, Bre - 
zH’s National Monetary CouncB - the courays lU^est 
body for monetary policy - cut the financi ng ra te for tann- 
are to a fixed 9.5 per cent from a variable rata of about 14 
per cent The idea of the financing is to enable producers 
to create a sustained cash flow, seO coffee throughout the 
crop year and avoid arrival gkits In particular months 
which would act to depress International prices. Reutere 


i-' ' -r 


India's federal government is considering allowing the 
import of oilseeds to compensate shortfaBs In domestic 
production, whir* is providing only B0 pw cent of tire 
country’s requirement. A draft measure affecting farm pol- 
icy provides for free import of soya bean and some hfe* 
ofl-bearfrig seeds; some sectors of the government want to 
mtere a start by importing 1m tonnes of soybean. 

However, even though the commerce ministry has been 
campaigning for the import of oflseeds for several years, . 
some members of the government fear that such a move 
could open the country's domestic production to a flood 
of crop diseases. S. C. Chatter)©®, director of the Eastern 
India OOs industry Association, said: "What we ana teffing 
the government ts that the focus of our import should shift 
from oils to oilseeds. The country has bum a capacity to 
extract oils from 40m tonnes of seeds a year, whereas our 
production is around 22m tonnes." 

(nefia’s Import of edible oils ten 25.66 per oent to 1.13m 
tonnes In the year to March 1998. "Lower import and a 2 
per cent faU In the production of oiisaeds to 24,48m 
tonnes in the current year caused a more than 40 per cent 
rise in the prices of edible rate since January test Further 
rise in prices can be checked by Importing at least 1m . 
tonnes of oils in the next five months and throwing open 
the import of tel seeds* added Mr Chatteijee. 

Kuna! Bose, Calcutta 
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LONDON STOCK EXCHANGE 


Footsie buffeted by cold wind from Wall Street 
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MAflKHRffORT 
By Peter John 


The London market had a 
distinct feel of winter about 
it yesterday. 

It was not merely that the 
FTSE 100 index fell more 
than 100 points - it was also 
that it reached a level not 
Been since February 16. 

Some encouraging eco- 
nomic data and a batch of 
strong corporate figures 
were no competition for the 
after-effects of the third 
biggest, paints fall by the 
Dow Jones Industrial Aver- 
age. 


The Dow’s 300-point fall 
late on Tuesday, backed by 
daily volume that was the 
second highest ever traded, 
ensured that London was 
only ever going to head one 
way. 

When the indicative pre- 
market orders bad been cal* 
culated shortly after 9am, 
Footsie was quoted down 
almost 50 points. Half an 
hour later, it was down 
almost 100 points. And by 
midday it was down 165. 

Then, some sense of stabil- 
ity prevailed and, well before 
Wall Street opened in the 
afternoon, London had 
reached a level about 100 


points below the previous 
close. Footsie ended a net 
108.6 lower at 5,632.5, almost 
9 per cent below the dosing 
peak reached on July 20. The 
FTSE 250 fell 123 to 5. 32L5 
the Small Cap index fell 
42.1 to 2.415.2. 

Traders remained rela- 
tively unperturbed by the 
rout arguing that it repre- 
sented an adjustment that 
bad to happen. 

Nigel Little, head of sales 
at Panmure Gordon, said: 
“When something happens 
that marketmakers don't 
have time to think about is 
when you get big volumes. 

“What happened to Wall 


Street was not a surprise as 
the current earnings growth 
is not enough to sustain the 
multiples we have seen, 1 * he 
said. 

Nevertheless, the US move 
was enough to suppress the 
impact of some positive 
industrial figures from the 
UK. Economists had. forecast 
a 0.2 per cent decline in June 
manufacturing output 

However, output actually 
rose 0.7 per cent month on 
month leaving overall sec- 
ond-quarter -growth up l.l 
per cent, the highest gain 
since the third quarter of 
1994. 

Michael Saunders of Salo- 


mon Smith Barney said the 
rise was not as encouraging 
as it first looked because it 
principally reflected a 
weather-related surge in 
energy output. 

The market remains wary 
Of the downturn in manufac- 
turing that was highlighted 
by a negative survey from 
the Confederation of British 
Industry last week. 

And although rng mi fan tHr. 
tog only represents 20 per 
emit of the economy, Credit 
Suisse First Boston Claims 

that Its impact can be dispro- 
portionate to its size. 

“At this stage Of the cycle, 

manufacturing typically 


. plays a greater role than its 
GDP weight would suggest 
The latest survey evidence 
leads us' to cut next year's 
growth forecast to 1-3 per 
cent." says Robert Barrie of 
CSEB. 

The US fan was also too 
much for some pf the compa j 
Dies reputing. 

GKN and Standard Char- 
tered both closed down in 
spite of some solid figures, 
although Cadbury Schwep- 
pes and Woolwich ended 
firmer. , 

Turnover by 6pm was 
quoted at 773.1m shares, of 
which 5&5 per cent repre- 
sented Footsie stocks. 
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Energis 

bucks 

sell-off 


COMP/^ESREPORT 

By Joel Kftazo Bid Peter John 


In telecoms, Energis resisted 
the sharp market decline to 
rise 171-i to 895p following a 
bullish note from Morgan 
Stanley Dean Witter. 

The broker upgraded its 
rating on the stock from 
“outperform*’ to “strong 
buy” and reiterated its near- 
term share price target of 
£ 12 . 

In a note to clients, ana- 
lysts at Morgan said: “In our 
view, the shares' recent 
un derpe rf orman ce provides 
investors with a unique 
opportunity to share in the 
strong growth of the UK tele- 
com advanced data services 
market (16 per cent per 
annum growth to 2006/71 - 
the segment of the market 
that Energis specifically 
focuses on.” 

Nothing could dent the bid 
speculation that made 
Booker the best performer in 
the FTSE 250. 

The shares bounced 12 to 
220%p as German retail 
group Metro denied rumours 
in the London market sug- 
gesting it was planning to 
bid for the UK food distribu- 
tor and cash-and-carry 
group. 

However, one market spe- 
cialist said: “Metro may not 
be buying the whole of 


Booker, but there is nothing 
to say it is not looking to 
buy Booker’s cash-and-carry 
businesses which would lit 
well with its own 
operations.” 

Booker shares have been 
under a cloud, with the 
group having effectively 
issued three profits warnings 
so for this year. They fell to 
a low of 2C6'/j earlier this 
week. 

Confectionery and soft 
drinks group Cadbury 
Schweppes shrugged off ini- 
tial weakness as dealers 
wanned to publication of 
first-half figures in line with 
market expectations. 

Pre-tax profits from con- 


tinuing operations before 
disposals rose to £254xn from 
£236m a year earlier, with 
analysts also cheered by a 
confident statement 

Having fallen to 823p in 
early trading, a positive ana- 
lysts’ meeting helped trigger 
a recovery which sent the 
shares to the top of the Foot- 
sie best performers list They 
closed 27 ahead at 884p. 

Analysts noted that US 
sales of 7Up continued to 
decline, and although the 
company said it was plan- 
ning to relaunch the lemon 
and lime drink in the US 
next year, one sceptic said: 
“I rtiink they are on a hirting 
to nothing. 7Up is a brand in 
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decline and it will be diffi- 
cult to tom it around." 

Confirmation came from 
Laporte that it was offering 
34Gp a share for tnspec, 
which rose a penny to 
333 Vip. Laporte also said it 
bad 25.8 per cent of lnspec 
shares after buying in the 
market on Tuesday. Laporte 

shares foil 15V4 to 640%p. 

lnspec also announced 
interim results down from 
£24.6m to £21 .3m, while 
Laporte's interims were 
static at £65. 7m. 

■ Rolls-Royce was helped by 
news of an order from 
United Airlines for 22 V2500 
engines. The shares spent 
the entire day in positive ter- 
ritory. despite the negative 
market sentiment, and 
closed Up 3 at 223p. 

The bullish trading state- 
ment from computer and 
video games group Electron- 
ics Boutique helped the 
shares shrug off the market 
decline and firm to TPfip. 

Electronic equipment 
group Sadstone Technology 
announced avionics orders 
worth £6^m. The shares, 
placed at 4Qp in March, rose 
5% to 52p. 

The first day of dealings 
on Aim for Premier Direct 




World 
Links for 
Development 


oftetdKfy <tr wonlcL of tecvutOtfy 


The World Links for Development Program is a global collaborative learning program 
sponsored by the World Bank. The Program links secondary-level students and teachers in 
developing countries with their counterparts in industrialized countries, via the Internet 
for two-way teaching and learning. 


The objectives of the World Links for Development Program are to: 


Improve and expand educational opportunities for students in both developing 
and industrialized countries. 


Build capacity for developing countries to use information technology 
for economic and social development, and 


Facilitate cultural understanding among youth around the world. 


Over the next three years the Program aims to reach 1 ,500 schools in 40 developing coun- 
tries involving at least as many schools in industrialized countries. 


The World Links for Development Program is seeking corporate, public and non-govem- 
mental financial and in-kind support to complement the $2 million annual grant financing 
allocated by the World Bank. In-kind support is particularly needed for basic information 
and communication technology equipment (computers, printers, modems, ethemet cards, 
hubs, network cable, etc.), to establish school-based, networked, on-line computer labs. 
For interested corporate sponsors the World Links for Development Program offers sig- 
nificant public relations and business development opportunities in emerging markets, in 
Latin America, Africa Eastern and Central Europe, and Asia. 


Interested corporate sponsors should contact: 
Sam Carlson, WorLD Programme Manger 
202-473-7561 (tel.), 202-676-0961 (fax), scarlson@worldbank.org (e-mail) 
Elizabeth Ashbourne, WorLD Programme Partnership Coordinator 
202-458-5247 (tel.), 202-522-1714 (fax), eashboume@woridbank.oig (e-mail) 


Group, which sells books 
and toys to staff to the work- 
place, saw the shares rise 2‘A 
to l82V,p. 

Lucas Varlty was up 4 at 
217V4p after it said it planned 
to sell its heavy vehicle 
braking systems, and said 
the automotive and aero- 
space divisions would 
remain its core businesses. 

GKN was down 23 at 748p 
after it reported figures at 
the top mid of analysts’ toe- 
casts. Dealers said the stock 
had fades more or less to 
line with the market after 
the results had provided no 
positive surprises. 

The stock had enjoyed a 
good run ahead of the fig- 
ures, which had been expec- 
ted to continue the trend of 
strength in engineering 
results. In the event, the 
stock was hurt by negative 
market sentiment. 


Dixon rises 


Dixon Motors was one of 
the few vehicle dist ri butors 
to see its shares rise as it 
moved to calm investors' 
fears over its exposure to the 
resale value of used cars. 

It announced the purchase 
of a Ford franchise in the 
north of England, and added 
that it had not bought any 
used cars in tile deal, It also 
said it had “worked hard to 
maintain a high level of used 
vehicle sales during the last 
four months”. August new 
car sales had been in line 
with expectations. The 
shares rose 4 to 198!4p. 

An agreed bid by food 


group Greencore for Para- 
mount Foods made shares in 
tile former Canadian Pizza 
company one of the best 
market performers as they 
rose 21 per cent V 

The rise of 25% to 145 Wp 
came after - Dublin-based 
Greencore said its offer val- 
ued Paramount shares at 
I50p eac h Greencore shares 
were off l % to 293%p. 

Its move trumps the indic- 
ative price of 135p a share 
that came from 'a manage- 
ment buy-out team in May, 
but is well below the 2Wp at 
which the company liked in 
1993. Greencore said it 
planned to develop the Para- 
mount Foods business under 
current manag ement as part 
of the Greencore food divi- 
sion. 

Dealers attributed the rise 
in gas supply and explora- 
tion group BG to defensive 
buying. The shares rose 9ft 
to 380p. 

Media group Pearson 
remained unloved as the 
shares fell below the price of 
Tuesday's share placing. 
Continued selling of the 
stock saw it relinquish 
another 13 to £1122. 

The group pleased the 
market on Monday after it 
published Interim figures 
well head of expectations. 
However, sentiment turned 
sour on Tuesday after Pear- 
son announced a placing of 
282m new shares atr£XL35. 

Shire Pharmaceuticals 
tumbled after it said its 
results would be hit by the 
loss of manufacturing after 
an explosion at Arenol Inc's 
plant in the US. The shares 
fell 86 to 393ftp, the worst 
perfprmera in the FTSE 250, 

The company said Arenol 
is the. sole supplier of the 
active ingredients used in 
Ad derail and DextroSt&t, its- 
products for the treatment of 
attention deficit hyperactiv- 
ity disorder. 

In the six months to ■ the 
end of June 1996. Addend! ' 
and DextroStat represented 
around 63 per cent of Shire's 
revenue. 
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Wall St hangover leaves bourses reeling 
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WORLD OVERVIEW 


The hangover from Tues- 
day's 300-point fall on Wall 
Street meant that most stock 
markets started with a bad 
headache yesterday, writes 
PkWp Coggan. 

Losses in Asia were more 
subdued than might have 
been expected. Tokyo only 
inefted lower and Hang Kong 
lost a modest (by Its stan- 
dards) 1-5 per cent Jakarta 


suffered most, dropping half-hour. 


European markets opened 
2-3 per cent down and spent 
the rest of the day anticipat- 
ing, and reacting nervously 
to. the movements on Wall 
Street. With many traders 
away on holiday. It is prov- 
ing hard for Europe to 
develop Its own m o m e ntu m . 

The Dow had a predictably 
volatile opening, gaining 25, 
dropping 70 and then 
rebounding to be 20 ahead 
again, all within the first 


more than 4 per cent 


There were a few signs 


that the US investment com- 
munity was attempting its 
fr miliar strategy of “buying 
on the dips". 

Thomas Galvin, chief 
investment officer of Donald- 
son Lufkin & Jenrette, said 
be was lifting the proportion 
of stocks In his model portfo- 
lio from 65 per cent to 75 per 
cent, at the expense of cash. 
Abby Joseph Cohen, the 
Goldman Sachs strategist, 
said the sell-off was over- 
done and reiterated her 9,300 
end-1998 target for the Dow. 


The snap-back was not as 
immediate as in October 1997 
when a 554-point fall in the 


Most bourses dosed off their 
lows for the day, with Frank- 
fort and Paris both down by 


Dow was followed by an Just less than 2 per cant 


immediate 337-point gain. 

And some see a correction 
in the Dow as overdue, espe- 
cially given the recent weak- 
ness of gmaT| PT stocks - the 
Russell 2000 small-cap index 
is at its lowest level since 
August 1997. 

But as ter as Europe was 
conce rne d, the fact that New 
York had avoided another 
massive loss was a relief. 


While much of the world 
was worrying about Wall 
Street, one of tiie markets’ 


recovery. “People have been 
too optimistic about the 
prospects ter policy change 
from the new government," 
says Andrew Callender, an 
Invesco GT fund manager. 
"We are fairly cautious and 
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looks all at sea 




most persistent worries think it win bedHKaft to 

showed scons signs of easing, make much of a gain in 


The Japanese yen, which 
had flirted with the Y148 to 
the dollar level, moved back 
to Y144. ■ 

But many Investors 
remain suspicious about the 
prospects for a Japanese 


Japan without a currency 
hedge. The yen seem* likely 
to weaken and there is a 
danger that the Nikkei could 
dip to 14,000 ccr below." . 


Loudon market, Page 84 


Dow rallies 
as buyers 
tip-toe back 


Dax floats back from lows 


amore 

German equities rallied in 
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AMERICAS 


Wall Street opened 
nervously fallowing Tues- 
day's severe shakeout with 
modest buying propelling 
the Dow Jones Industrial 
Average back above the 
8,500 level, writes John 
Labate in New York. 


nntiftTifll mrnipfl higher, rang- 
ing from Coca-Cola, up $2 to 
*80%. to Gillette, up lift to 
152%. 

But shares of Allied Signal 
were hit hard again, a day 
after the company's hostile 


afternoon trading to close 
the electronic session in 
FRANKFURT with the Xetra 
Dax down 10&93 at 5,614.77, 
against a low for the syyinw 
of 6^5559. 

Software giant SAP contin- 
ued to mesmerise the sellers, 
slipping a further DM72 to 
DM1,153 to extend its decline 
to 14 per cent in three days' 
trading. Adidas, weak on 
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bid for AMP. Allied was off Tuesday following disap- 


afrnost 9 per cent to *36%. 
Shares of Aetna surged 


“Everyone kind of tip-toed more than 9 per cent or $6% 
into today,” said Hugh John- to 171% after the company 


son, chief Investment officer reported earnings. 


at First Albany. Mr Johnson 
is oTtinwg tV|i"nm who 
Tuesday’s plunging market 
an opportunity to get back 
into select US stocks, albeit 
with care. 

“The big issue out there' is 
wfaafs going to happen to 
profits, and the market 
should stay on the defensive 
unless Japan does something 
believable and dramatic," he 
added. 

“With the proflts-reporttag 
season for the second quar- 
ter winding down, market 
watchers will pay close 
attention to every warning 

at] d prfl- flnnnunwgmmt that 

companies make between 
now and the end of Septem- 
ber,” Mr Johnson said. 

By early afternoon the 
Dow was 60.60 higher at 
8,547 A1 while the Standard 
& Poor’s 500 index was up 
8.67 to Um 79. 

The Nasdaq composite 
gained 12.44 to 1.79&08. How- 
ever, the small-cap sector 
continued to struggle, with 
tile Russell 2000 down by 
less than a point to 40L08. 

Among large company 
shares, Procter A Gamble 
rose *3ft or 46 per cent to 
181% and Walt Disney gl to 


Investors bid major inter- 


As morning stock prices 
improved, US Treasuries fell, 
with the benchmark long 
bond down ft to 106%, yield- 
ing 5.675 per cent 

But w ghw bond yields did 
not - hold back banking 
shares. The Philadelphia 
Stock Exchange's bank 
inrfpy gulriori 2,1 per cont tO 
817.89. Chase Manhattan 
rose $1% to *71% and Bank- 
America climbed 13ft to 
187ft. 

Networking leader Cisco 
Systems gained |3ft to *96ft 
a day after the company 
reported earnings slightly 
above expectations. 

TORONTO rallied along 
with Wall Street in early 
trading. The hanks rapidly 
reversed Tuesday's heavy 
losses and there were steady 
gains across most blue-chip 
sectors. At noon the 300 com- 
posite index was up 1&57 at 
6,72m 

Banka suffered further 
losses at the opening bell, 
but swung round in mid- 
morning. Royal Bank of Can- 
ada gained 20 cents to 
C$79 A0 and Bank of Nova 
Scotia 40 cents at C$32.75. 
Golds improved with Barrick 
up 10 cents at C$25.06. 

Alcan Aluminium added 
20 cents at CI37.10. 


pointing results, lost DM7 A0 
at DM242.60. 

* Cyclical* featured among 
the heavier tellers. Degussa 
shed DM4A0 to DM134A0, 
Linde DM55 AO to DM1,120, 
MAN DM22.60 to DM607.60 
and BASF DM1.88 to 
DM77.87. 

Retailer Metro added 
DM1.95 to DM102.60 after 
denying a rumour that it 


.-ttee 


steel leader Hoogovens, 
which surged almost 7 per 
cent JhHotriag strongertiiaa- 
expectad first-half results. 

At the close, the AEZ 
index was off 25.40 aril per 
cent at 1,186.77. Financials 
led the way down with ING 
sliding FI 5.70 or 3A per cent 


eral markets would hit first- 
half results. 

Although, analysts wel- 
comed. the company's 

w f r pnlnlTHOfff of a OBW 


an news that it was breaking 
off its international partner- 
ship with Fomento de 
Construcdones y Contratas, 
the Industry leader. 

paniw lost ground an prof- 
it-taking. Argentarla lost 
PtailO or more than 3 par 
cent to PtaS,480 and BCH 
declined Pia4S oa: 2.4 per cent 
to PtalA85> 

MILAN bounced off its 
day's lows but closed down 
456 or L9 per cent to 23^07. 
Parmalat, the food and dairy 
group, ten foul of stock over- 
hang flaming* dflnHnn 
wearies after the company 
announced a L2,0GCbn share 
issue. Foreign investors were 
said to be heavy sellers. The 
shares ended off L296 or 9 
per cent at 13,125. 

Olivetti, the most active 


Another week, another 
historic low. Shanghai’s B 
share market, wher e i nt e rna- 
tional investors can buy 
mainland stocks 

denominated in foreign cur- 
rency. has bom - sinking 
steadily in the last few 
months to uncharted depths. 

Shares have lost more 
than 40 per cent iff their 
value since the hegtahftig of 
the year. Some of China’s 
beet-known names are ixad- 
imr at 20 oer cent at their 
listtagprice. And the market 
capitalisation, of China's B 
shares - the ones listed in 
Shanghai as well as those an 
the rival Shantfaen exchange 
- is a mere *2.5bn. 

' These days, the six-year- 
old Shanghai stock market 
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tying several companies 
trading at a substantial dis- 
count to net asset value. 

But many analysts warn 


for foreign investors has the that the rally may not last 
distinction of being long. The Chinese stock mat 


described by some as an 
infant bourse and others as a 
moribund exchange. 

Shares rallied yesterday. 
The B index closed up 928 
per cent as local bargain- 
hunters and rumours of gov- 
eminent efforts to revive the 
market briefly raised spirits. 
The index dosed at 31.24, 
well below Its 58.73 at the 
hwEgirniiny at the year, but 
2.64 up from the record low 
cf the previous day. 


ket for foreign invaetore - 
by contrast with the domes- 
tic Investor A share market 
which is large and. liquid - 
has much stacked against it 

Most foreign Investors 
want to get out. Investment 
strategists are advising cli- 
ents to take money out ot 
Asia over continued worries 
about currency risk and 
Japan’s economy. 

Even In the best of times, 
mainland China re p resented 




M* 




Brace Rtefrerdsao, head of Just a fraction of those port- 



executive, news of the loss of issue of the day, backed the 
two largB contracts in lndon- the general downtrend, rls- 


planned to bid for Booker of to FI 142.80 and Aegon off 
tine UK Carmaker Volkswa- FI 6 at Fl 180.50. 


Sao Paulo edges lower 


SAO PAULO continued to 
edge lower hut dealers 
reported calm after the 
shakeout of the previous ses- 
sion when shares fell 33 per 
cent. Volume was said to be 
light. 

Telebrfts Improved 02 per 
cent to 127.50 pesos and most 
other blue chips were 
steady. PetrobrAs stayed, 
weak, however, slipping a 
further 29 per cent to 230 
pesos after shedding 39 per 
cent on Tuesday, At mldses- 
slon, the Bovespa Index was 
down 35 at 9,824. 

MEXICO CITY traded nar- 


rowly from the opening ball 
in dull turnover. “Every- 
body’s watching the Wall 
Street screens. There is little 
activity right now,” said one 
broker. The ZPC was up 2828 
at 4,09623 at midsession. 

CARACAS moved lower In 
early trading as Investor 
worries shifted from Wall 
Street to local earnings 
trends. 

The BBC index, which 
emerged from a bruising ses- 
sion on Tuesday with a 
decline of L7 per cent, was 
off 15.01 at 4.64L04 at midses- 
slon. 


gen was also a firm feature, 
adding DM3.60 at DM160.80. 

PARIS skidded about In 
the wake of Wall Street's 
early fluctuations before 
finally dosing with the CAC 
40 off 7L48 or L8 per cent at 
S£7&40. 

This was 46 paints above 
tiie day's low and took place 
In heavy volume. 

There were tew discerna- 
ble trends. Lagardfire, a 
strong market at the end of 
last month on news of an 
alliance with Aerospatiale, 
was the heaviest casualty, 
telling FFrl8.50 or 6.2 per 
cent to FFr247. 

Alcatel was among the 
most active shares. It fell 
FFr20 to FFr1,140 in turn- 
over of FFruEbn. In finan- 
cials, Soctete Generals came 
off FFr53 or 4 per cent at 
FFTL273 and Axa-UAP FFr28 
at FFr779. 

Among lesser caps. Skis 
Rossignol rose FFr160 or 17 
per cent to FFrtQ2J20 on the 
news that the rival Salomon 
brand was to be streamlined, 
which led some analysts to 
suggest that capacity could 
be removed from the market 
place. 

AMSTERDAM moved 
steeply lower in spite of a 
soaraway performance at 


ABN Amro gave up FI L20 
to Fl 49.80 in 8.7m shares 
traded. Among industrials, 
Royal Dutch lost F12J0 to 
Fl 99.90. 

Given the overnight shake- 
out on Wall Street it was all 
fairly predictable. What was 
not was a nticipated was a 
bounce for Hoogovens which 
startup FI 6 to FI 92JM an the 
back of almost-doubled six- 
month earnings. 

ZURICH lost ground in 
nervous trading with the 

SMI lndax falling 227 QT 2.9 
per cent to 7,948.2, telling 
through the sop. 

part of 8.000. 

Financials suffered heavy 
losses. Bank Julius Baer ten 
SFriao or 8.3 per cent to 
SFr5,l45. Morgan Stanley 
Dean Witter downgraded the 
shares to “neutral” from 
"outperform". Others also 
suffered sell-affe, with UBS 
down SFiSl or 4A per cent to 
SFr620, CS Group losing 
SFriOLfiO to SFr358 and Zur- 
ich declining SFr42 to 
SFryOB. 

Among the biggest knars 
was SGS, the Inspections 
and testing group, which 
tumbled SFr2Q9 to SFr2#J7. 
The group warned that the 
Asian economic crisis and 
the downturn In oQ and mta- 


esia and Pakistan depressed 

MmUrrumt 

MADRID fen back with 
other European hocuses and 
the general index lost 36.13 
or L8 per cent to 897 JB. 

Telefonica closed down 
Pta200 or 2.7 per cent to 
Pta7490. The grotp said its 
stake purchases in wnifa of 
Telebrfs would dilute its 
flgmhig * over the fiuee 
years. 

Pryca, the supermarket 


tag L15S to L3.805. Dealers 
said the shares had been 
boosted by positive broker 
valuations for Olivetti's tele- 
coms opera tions. 

STOCKHOLM was off 2.4 
per cent with the general 
index ftlUng 87P5 to3JM3ff7. 
Ericsson tell SEMJSQ to 
SKr2KG0 While Astra lost 
SKx&SO to SKil42J0. 

Insurance group Skandla 
ten SKr6 to SKrmGO an dull 
first prallte. AssdDoman, the 


chain, rose PtalO to Pta2365 forestry group, tell SKtlT to 
after its announcement of a SEzfiQl after posting disap- 


rise In July sales. 

The second largest con- 
tractor, Dragados y 
Construcdones, fell PtaSOO 
ar over 4 per cent to Pta4£25 


painting first-half results. 
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ABN Amro Asia in Shang- 
hai, said: “The way things 
stand we we waiting for the 
funeral. The cre mato rium is 
ready. But we've seen things 
go down and stay down for a 
long time before and then 
you have a November *96 
[when prices soared] and 
things go crazy. In the B 
share markets, you never 
say never." 

Traders on the Shanghai 
market reported yesterday 
that prices rose an buying 
by domestic Investors who 
are barred from owning B 
shares but have ignored the 
largely unenforced govern- 
ment rules and become the 
main buyers. 

“They 'believe B .share 
prices have bottomed out 
. . .they look like bargains,” 
said one local trader, ktenti- 


folios because the tiny 
Shanghai and Shenzhen 
markets were infuriatingly 
illiquid. Tt can take a month 
to build up a position in 
Shanghai and several to 
unwind that position, 1 ’ says 
one foreign stockbroker. 

Structural changes cotxld 
reinvigorate the market 
There is talk of allowing 
some B-llsted companies to 
repurchase shares. The B 
markets might be formally 
opened to mainland Chinese 
investors with foreign hold 
tags, broadening the legal 
pool of buyers and boosting 
liquidity. And, in the longer 
term, there remains the 
alluring prospect of the baby 
B share market merging 
with the busier A market 
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FIRST HALF 1998 FINANCIAL RESULTS 




(R.^-viewed by Ernst O Young, Oohroin) 


Rates and rand hit banks 


SOUTH AFRICA 


Shares In Johannesburg 
were dragged lower by a 
severe shakeout flmo T1 8 the 
banka hit by interest rate 
and currency worries. The 
all-share Index ended off 2.5 
per cent at 6,7804. 


Led lower by the banking 
sector, the financial Index, 
tell 3J per cent to XL9825. 
Standard Bank dropped 5.4 
per cent to B22JB0. 

Industrials last 2.9 per cent 
at 7,882.9 hut golds 
improved, adding 2.8 per 
cent to 924A 


CONSOLIDATED BALANCE SHEET 

(AT 30 June 1998) 

Assm 

Uquld fundi 
Mmketcfoi* stcufteu 

Phxements with banks and other financial Insffruflom 

Loans and advance " 

interest receivable 

investments In associates 

Other Investments 

Other asses 

Premises and equipment 


CUSS million) 

90 June 98 30 June 97 


* • -'V' 


280 

3.989 

7,140 

12,852 

227 

65 

98 

415 

461 


242 

2,851 

7,130 

11,471 

533 

82 

93 

354 

453 








24,927 


23,209 




Tokyo regains nerve after fall 


ASIAPACfFIG 


Aslan stock markets reacted 
with a degree of aplomb to 
the steep overnight shakeout 
an Wall S treet 

TOKYO ended comfortably 
above its low for the day 
with the Nikkei 225 Average 
below the 16,000 watershed 
but a modest 31.42 off at 
15,902.16 at the close of trad- 
tag, writes Khazan Merchant 
bi Tokyo. The benchmark 
traded between 16,019.33 and 
15,317.03. Volume was on the 
thin side. 

Initially the Nikkei fell 
more than 1 per cent as sen- 
timent took fright at the 
news from New York, but 
bank stocks offered good 
support, rallying amid public 
pension buying. The banking 
sector Index added 0A6 per 
cent 

Bakura Bank was the most 
actively traded issue on the 
first section, rising Y6 to 
Y325 on volume of ILSfim. 
Fuji Bank climbed Y82 to 
T497, while Bazik of Tokyo 
Mitsubishi jumped Y29 to 
1£40. 

Government statements 
that the top level of personal 
tax would be cot as part of 
wide-ranging tax reforms 
buoyed banks and market 
sentiment in general. The 
mood was also encouraged 
by hopes that Keizo Obucfai, 
the prime minister, will 
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announce a package of mea- 
sures to boost the economy 
when he gives his keynote 
speech to parliament tomor- 
row. 

Nippon Mining & Metals, 
which maria its debut on the 
first section on Tuesday, 
extended its gains, rising 
Y27 to Y6S5. The biggest 
loser of the day was Yahagi, 
a former producer of pig iron 
that is diversifying into soft- 
ware production. It closed 
down 8u86 per cent to Y144. 

Overall trading was mod- 
est, with 363m first-section 
shares changing hanri^t The 
Topix index of all first- 
section stocks rose L17 to 
1*235.78. Losing shares out- 
stripped gainers 525 to 476 . 
In Osaka, the OSE index 
closed off 0.06 at 17,097.60. 


HONG KONG saw another 
big setback for HSBC in the 
wake of recent disappointing 
Interim results, but the 
broad market had a rela- 
tively steady session. The 
Hang Seng index gave up 
114*17 or 1.5 per cent at 
7,466.43 after tatting a low 
fo r the session of 7.S6&44. 

HSBC fidlHK|85 or 3.7 per 
cent to HKS171.60. China 
stocks were weak. The red- 
chip Index Shed L4 per cent 
and H shares slid 8.5 par 
cent. 

SEOUL dropped more than 
3 per cent as overseas inves- 
tors sold off blue chips and 
the composite index ended 
down 10^7 at 32283. 

Overseas investors and 
local institutions were net 
sellers, while retail investors 
were net buyers. Futures- 
related selling also depressed 


Banks were heavily traded 
with Commercial Bank of 
Korea down Won40 to 
WonSSO. Basil Bank WoztfO 
to WcmSSO, and Cbo Hung 
Bank WonS5 to Won7i5. . 

Foreigners sold Korea 
Electric Power, which fell 
Wan650 or &8 per cent to 
Wonl6,350, and Samsung 
Display Devices which 
retreated Worn ,800 or 4 j 6 per 
cent to Woo37^00. 

JAKARTA was palled 
down by sharp tells in Tel- 
kom and IndosaL The com- 


posite Index fell 1&57 or A3. 
per cent to 44L78. 

The market was the wont 
performer ta the region, 
which waa hit by Wall 
Street's ftlL 

Telkom, which accounts 
for 20 per cent ot the mar- 
ket's capitalisation, fell 
RpSOO or 7.8 per cant to 
Rpa,826. The shares were 
also hit by reports that the 
government was pinTinirig to 
delay a sell-off of the compa- 
ny's shares due to poor mar- 
ket conditions. Indoaat lost 
Rp725 or more than 5 per 
cent to Rpl3,100. 

SYDNEY dosed well off its 
session low, supported by 
strong golds and a good run 
for BHE amid talk . of 
restrocturtog and disposals. , 

The All Ordinaries index 
ended off 42.1 or Leper cent 
at 2,6403 after hitting a low i 
for the day of 2^228. BHP 
added 8 cents at A$13^0 fix 1 
a three-day rally; of 5-8 per 
cent News Coup tell 85 cents 
to AHL64 and NAB came off 
18 cads at AS22J3& 

WELLINGTON slid' lower 
in spite of easing money 
market rates and a good day 
for local bonds. Competition 
worries kept sellers going at 
NZ Telecom, down 15 cents 
to NZ$846 for a two-day 
decline of almost 4 per cent 
The 40 capital index ended 
off 36.75 or LB per cent at 
2JM488. 


Deposits from customers 

Depostti from banks and other flnantiol butinitions 
Cenffloates of deposit 

Interest payable 

Other fiabfflffes 

Mtooriiy Interests 

10,577. 

10,102 

270 

145 

310 

406 

10,483 

8.159 

263 

442 

415 

308 


21,810 

20,070 

TERM NOIB, 80NJM AND OTHER 7BM fnUffCOMI 

1.357 

1*427 

SHAJUHOLDERS' HMDS 

Shore capital . ' 

Tteasuystodf 

Reserves & retained earnings ' 

Current period’s prate 

1,000 

(74) 

785 

49 

1.000 

(75) 

718 

69 

. •. - • •. 

1.760 

1.712 

1 - • . 

24,927 

23,209 



S?-* 





CONSOUDAUD 1NCOMI StATIMENT 

(6 month p«tk>d to 30 Jtine 1 998) 

MCOME PROM OPfRADOMI 

N*r Interest tocom# : :■ 

Ottrer operailng income • . 


(US$ mlfflon) 

Jan - June 98 Jen - June 97 


tnkf 


TOTAL DICOM1 
Operating «9(p«nsM 


opnuim* mom bexone loan loss prowiom 

Loan ksu ptovhfom • 


PfiOiriMTOWtTAXAITON AND MINORITY BfTIMSTS 


Taxation on foreign oper a tions 
Minority- Intetwhln subsldkxtes 
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